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who refuses to 
spend another year 


getting nowhere! 


Where is your Business “Blind Spot"? 


Expert though you may be in one department, a working knowledge of the whole 


structure Of business is vital to your success. 


knowledge can preclude you from promotion that otherwise might be yours. 


can start taking the first step forward today by pre- 
paring yourself for greater success in business. 


The Trained Executive Has No Blind Spots 

The H.R.I. Business Administration Course and Service for 
Executives is designed for busy adults who recognise the 
necessity of understanding not one—but all four—(Pro- 
duction, Distribution, Finance and Administration)—of the 
important departments of every business and industry. 
The Course and Service is practical, intensive and scientific. 
Numerous top executives of world-wide repute contribute 
the wealth of their experience. They map the way for you 
to extend your knowledge to every department — the way 
to overcome the handicap of the business “blind spot”. 
Step out of the rut, start today on the road to success! 


One “blind spot” in your business 


You 








The H.R.1. Business Administration 
Course and Service is practical, inten- 
sive and scientific. 

The 20 text volumes ef the course, pro- 
fusely illustrated, and fabric hound, 
cover: 

Business Organization — Business and 
the Man — Marketing — Advertising 
Principles — Advertising Campaigns — 
Personnel Management — Office Admin- 
istration — Business Letters and Com 
munications — Acceunting Principles — 
Credit and Collections — Salesmanship 
— Sales Management — Factory Manage- 
ment — Production Control — Cost 
Finding — Financial and Business State 
ments — Budgetary Control — Invest 
ment and Speculation — Economics — 
Commercial Law. 





We extend to executives—and those of executive potential—a cordial invitation to write for our 
free informative brochure, “Business Administration”, or call at our nearest office in any capital city 


Mlemingway Robertson Institute 


. Professional Tutors te 


Consulting Accountants . . 
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122 BANK HOUSE - BANK PLACE - MELBOURNE (Tele. MY 1671) / 
122 BARRACK HOUSE - 16 BARRACK STREET - SYDNEY (Tele. BX 3587) \: L 4 


Offices all Capital Cities, Geelong, Newcastle and Launceston 
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EDITORIAL 


Convention Year 


INETEEN hundred and sixty is here, a year which promises to be a 
notable one in the history of accounting in Australia. 

At Melbourne, from April 4 to 7, on the occasion of the Asian and 
Pacific Accounting Convention, will be gathered leading accountants from 
sixteen countries representing some thirty accounting organisations. It will 
be both a proud and sobering event—proud in that we shall be the host 
country, and sobering in the thought of the responsibilities assumed by the 
profession of Australia to make it a success. 

Never before has such a distinguished array of visiting accountants— 
chosen as responsible representatives of their countries and organisations— 
come to this country at the one time. And never before have Australian 
accountants had so wonderful an opportunity to meet together with pro- 
fessional company from so many other lands. 

The sponsoring bodies are The Institute of Chartered Accountants 
in Australia and the Australian Society of Accountants (with its affiliated 
body, The Australasian Institute of Cost Accountants). They have joined 
forces to plan and conduct the Convention so that it will be an outstanding 
event in the history of accounting in the Asian and Pacific area. 

The whole-hearted acceptance by overseas accounting organisations of 
invitations to be present and the co-operation of their members in con- 
tributing papers for the technical sessions have been most gratifying. Leading 
Australian accountants also will present papers and act as rapporteurs of 
the technical sessions. This excellent response has laid the foundations for 
the success of the Convention. 

During the four technical sessions of the Convention, a total of 25 
papers will be discussed. As already detailed in the December issue of the 
journal, they cover topics of current interest to every progressive accountant. 
The discussions at the technical sessions can be expected to develop 
stimulating and original ideas, as well as practical answers to many of the 
day-to-day problems encountered by accountants in each sector of the 
profession. 

Everything indicates that the Convention will be an event of inter- 
national consequence to accounting. 

Early in February members will receive a descriptive brochure and 
registration form to enable them to make early application for registration. 
By so doing they can themselves ensure the complete success of the Con- 
vention. 

It is hoped that as many as possible will make arrangements to be 
present and that they will also take an active part in the technical sessions 
and social functions. 





The Australian Accountant, January, 1960. 









Progress in Malaya 





T is difficult to know where to begin 

in presenting to Australian readers 
a survey of current social and econo- 
mic developments in the Federation of 
Malaya, for our country has progressed 
very rapidly in recent years. 








A little over two years ago, Malaya 
gained independence. In that short 
time, there has been a growing string 
of achievements and national blessings. 
of which we Malayans are justly proud, 
arid our country has managed to weather 
the storm of world recession — a crisis 
which in itself may have been a blessing 
in disguise since it induced many of our 
people to think more of tomorrow than 
today and to make some provision for 
the future. 


Perhaps it would be as well to begin 
by discussing the form of Government in 
the Federation of Malaya. 


Under the Malayan Constitution, the 
legislative authority is vested in Parlia- 
ment, which consists of His Majesty the 
Yang di-Pertuan Agong (the Supreme 
Monarch) as executive authority of the 
Federation and two Houses. The Senate 
(Dewan Negara) has 38 members, two 
members elected from each of the eleven 
States which form the Federation, and 
16 members appointed by the Yang di- 
Pertuan Agong. Half the Senators hold 
office for a three-year term and half for 
a six-year term in the first Parliament. 
The House ‘of Representatives (Dewan 
Ra’ayat) has 104 members who are 
elected for a term of five years. 


The Yang di-Pertuan Agong himself 
is also elected for a five-year term by 
the Conference of Rulers — that is, the 
Rulers of the States. 


Last August, just before the second 
anniversary of Merdeka, our Independ- 
ence Day, the people of Malaya went to 
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By DATO’ GUNN LAY TEIK, P.M.N., 0.B.E., 


High Commissioner for the Federation of Malaya 
in Australia and New Zealand. 





* HE series of articles on Asian 

countries appearing in “The 
Australian Accountant” is contin- 
ued in this issue with articles on 
Malaya and Thailand. 


The aim in publishing them is to 
provide readers with accurate and 
up-to-date information on current 
developments in the countries which 
have accepted invitations to be rep- 
resented at the Asian and Pacific 
Accounting Convention to be held 
in Melbourne from April 4 to 7 
this year. 


For those members who intend 
to be present at the Convention the 
background material provided by 
these articles should stimulate in- 
terest in the affairs and problems 
of the countries concerned and it 
will be found of considerable help 
in discussions on their accounting 
problems. 


* * 


the polls to choose a new Federal Gov- 
ernment which will guide the destinies 
of the nation, unless some unforeseen 
emergency arises, for the next five years. 
The Alliance Party which had a sweep- 
ing victory at the polls is, as its name 
suggests an alliance of the main political 
parties in Malaya. These are the 
United Malays National Organisation, 
the Malayan Chinese Association and 
the Malayan Indian Congress. In the 
elections last year, the first since the 
country gained full independence, the 
Alliance Party, led by our able Prime 
Minister, Tunku Abdul Rahman, cap- 
tured 74 of the 104 seats in the House 
of Representatives. 
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The name of Tunku Abdul Rahman, 
which was already familiar in Australia 
before he paid his recent official visit to 
New South Wales and Victoria, has 
become symbolic not only in Malaya 
but in the South-East Asian regions, of 
independence, victory over Communist 
guerilla forces, tolerance and goodwill 
among varied racial communities, and 
national security and prosperity. As 
Chief Minister after 1955, the Tunku 
negotiated Malaya’s independence with 
the British Government, he took dramatic 
steps to end the Communist terrorist 
campaign in Malaya, and, since he 
became Prime Minister; he has directed 
Malaya into a strong association with the 
Commonwealth of Nations and the West 
although, at the same time, the Federation 
has remained outside military pacts. 


At the opening of the new Parliament 
on 25 November last, the Alliance Gov- 
ernment named as its main tasks for the 
immediate future — 

(1) to lead the people of Malaya towards 
the reality of true nationhood. 
to marshal all available national re- 
sources and deploy them decisively 
to develop the country and increase 
rural prosperity; and 
to take the initiative and play a full 
part in fostering among the countries 
of South-East Asia a_ sense of 
cohesion and of the benefits to be 
derived from full association and 
co-operation, particularly in the 
economic, social and scientific fields. 


One of the problems in uniting the 
people of many racial origins into one 
Malayan national community has been 
the diversity of the educational systems 
in the country, and this is a problem that 
is being vigorously tackled in the Fede- 
ration. This year, the education pro- 
gramme calls for improved school 
facilities, particularly at primary level, 
an expanded teacher training scheme 
and an increased number of scholarships 
and bursaries. 


_ For some time, a general syllabus and 
timetable committee has been at work 
determining the broad subject headings 
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for study, so that the educational system 
may be based on common-content 
syllabuses to ensure that children, 
whether they are educated in Malay, 
English, Chinese or Tamil schools learn 
the same subjects in the same Malayan 
way. By this means, the uniform 
standards essential for smooth operation 
of the public examination system are 
infiltrating Malayan primary and second- 
ary education. 


All Malayans are proud of the 
establishment of the Kuala Lumpur 
Division of the University of Malaya, 
on a hill-ringed 700-acre site not far 
from the national capital. Here about 
400 young men and women are now 
studying arts, science and engineering. 
The cost of establishing the university, 
including the purchase price of the site, 
is estimated to be about Malayan $15.5 
million (about £A2.2 million). Govern- 
ments of other countries and voluntary 
foundations have contributed generously 
to building funds. Britain has given 
$2.6 million, New Zealand $2 million 
and only a few months ago, the Austra- 
lian Government presented engineering 
equipment worth $250,000, making the 
facilities available the finest workshops 
in South-East Asia. 


During his recent tour of Malaya, 
your Prime Minister said that the Aust- 
ralian Government was considering how 
it could assist in the establishment of a 


medical faculty at the university in 
Kuala Lumpur. Indeed, at the moment, 
Professor Sanderson of the University of 
Melbourne, is working on a report on 
this question. 


Enrolment at the Kuala Lumpur 
Division of the University of Malaya is 
expected to increase annually by about 
300, until it reaches 1,500 in 1964. 


During the next five years, the Gov- 
ernment will concentrate on develop- 
ments embodied in a new five-year plan 
for the years 1961-1965, with great 
emphasis on rural economic develop- 
ment. 


The Ministry of Agriculture will ex- 
pand its schemes to modernise agricul- 
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tural methods, and particularly to increase 
padi (rice) production by improved tech- 
niques, and the use of cheap fertilisers 
and irrigation. Strenuous efforts are 
being made to diversify crops, develop 
the fishing industry and build up co- 
operative movements as a means to better 
credit and marketing facilities in rural 
areas. 


Under the almost completed first five- 
year plan, many millions of dollars have 
been made available to expand rural 
production and to introduce organised 
marketing, which has already increased 
by up to 100 per cent the prices obtained 
by planters for their padi. 


Large sums of money have also been 
devoted to finance the marketing of 
rubber, coconuts, pineapple, poultry and 
eggs, vegetables, cured fish and other 
primary products, and to open up virgin 
land on which small-holders can establish 
what in Australia would be called small 
mixed farms. 


Plans for the second five-year scheme 
provide for the Ministry of Health and 
Social Welfare to step up its campaign 
against malaria, tuberculosis, and other 
diseases prevalent among the rural popu- 
lation, while the Ministry of Works will 
continue to improve old roads and build 
other roads and bridges to open up new 
districts and facilitate the marketing of 
crops. 


One of the major problems we have 
to face up to is that of our already- 
strained health services. Not only is 
our population increasing rapidly but the 
people are becoming more and more 
aware of the value of modern medical 
treatment. The budget allocation to the 
Ministry of Health is among the largest 
provided in our Financial Estimates. In 
1959, it was approximately Malayan $72 
million -and for 1960 the amount has 
been increased to almost $80 million, 
but, no matter what the expenditure, it 
never seems to catch up with the ever- 
increasing demand for medical services. 


Australia has already given us a great 
deal of help under the Colombo Plan in 
the establishment and staffing of the 
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Lady Templer Tuberculosis Hospital in 
Kuala Lumpur. Now we are trying to 
establish a modern maternity block at 
the General Hospital in Kuala Lumpur, 
which itself will have to be replaced 
stage by stage over a period of years, 
since the present structure is 80 years 
old. 

Our Government has been fortunate 
in gaining the services of Sir Harry 
Wunderley, an Australian tuberculosis 
consultant of world repute, to assist in 
drawing up its first national campaign 
for combating the disease and it may 
be possible to get some other aid, par- 
ticularly in our hospital-building pro- 
gramme, from Australia or New Zea- 
land under the Colombo Plan. 


As could be expected, a fully inde- 
pendent Malaya has extended her trading 
connections and a new pattern of over- 
seas trade has emerged. Britain is still 
the Federation’s major trading partner 
both in imports and exports, but Japan, 
China, Formosa, Russia, West Germany 
and Australia are pushing their products 
and gaining an increasing share of the 
expanding Malayan markets. In_ this 
regard, it may be mentioned that Aust- 
ralia is the only country with which 
Malaya has so far negotiated a reciprocal 
trade pact. 


The Federation Government is well 
aware that it has two major economic 
problems to overcome — the problem of 
employment in the face of population 
growth at the rate of 3.4 per cent. a 
year, and the problem of developing the 
economy to make it less dependent on 
the two present major revenue producers 
— rubber and tin. 


Foreign capital and enterprise has 
been welcomed into Malaya, which is 
a rich country with good dollar-earning 
resources and, by Asian standards, a 
small population of about 6,500,000 and 
the highest standard of living in the 
South-East Asian regions. 


An Industries Finance Corporation has 
been set up to help new _ business 
establishments and a tax holiday of up 
to five years has been guaranteed to 
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manufacturers who are prepared to invest 
Malayan $250,000 or more in what are 
considered pioneer industries. Already 
more than 40 factories have taken 
advantage of this pioneer industry scheme 
and there are good prospects that many 
other manufacturers, including some 
from Australia, will establish factories 
in the Federation. 


A Tariff Bill introduced last year 
could afford protection to growing 
Malayan industries from unfair compe- 
tition from overseas, although the Gov- 
ernment has stated that it will not 
attempt to suppress legitimate and fair 
competition. In recent months a number 
of visitors from Malaya, including the 
Australian Trade Commissioner there 
have urged Australian businessmen to 
travel to the Federation and take a look 
at the opportunities our country offers. 


Malaya has already established its 
own Central Bank, and the first Governor 
of that bank is an Australian. The 
opening of the bank early in 1959 was 
a clear indication that the Federation 
Government intends to manage its own 
affairs and to face up to the financial 
responsibilities associated with independ- 
ence. 


Various Chambers of Commerce look 
after the interest of the general commer- 
cial and trading organisations although 
no central body has yet developed to 
combine the chambers into a national 
association. Recently, too, a Malayan 
Employers’ Consultative Association has 
been formed. There seems to be a gene- 
ral opinion in the country that organised 
employers and organised workers can 
play an important part in a free enter- 
prise system. 


To keep pace with the establishment 
of new industries and increased trade, 
aviation, port and general transport faci- 
lities are being developed and existing 
systems improved. Large sums are being 
spent to equip Port Swettenham, entry 
port for Kuala Lumpur, with modern 
wharfage and shipping facilities. 


Throughout Malaya, new buildings are 
Obvious signposts marking the progress 
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of the country. In Kuala Lumpur, par- 
ticularly, builders are at work on new 
structures in practically every street in 
the town centre. To meet the never- 
ending demand for accommodation as 
people improve their way of life, hun- 
dreds of houses are being built in the 
national capital, and nearby Petaling 
Jaya, its satellite town. The building 
boom has been helped by an unprece- 
dented demand for office space, the 
desire of more and more people to own 
their homes, and a fall in building costs 
which has encouraged more people to 
invest in building projects. 


With affairs at home advancing deter- 
minedly and _ enthusiastically, Malaya 
feels that some extra attention can be 
spared for international affairs. In this 
regard, the basic policy will always be 
to uphold the Declaration of Human 
Rights and the Charter of the United 
Nations. 


Malaya values particularly its full 
association with other members of the 
Commonwealth of Nations but our 
country also feels that this is an oppor- 
tune time for all the nations of South- 
East Asia to draw more closely together 
and to exploit their various skills and 
resources to mutual advantage. For this 
reason, the recently concluded Treaty of 
Friendship with Indonesia has been 
warmly welcomed. 


While he was in Australia recently, 
our Prime Minister, Tunku Abdul Rah- 
man, explained his proposed South-East 
Friendship and Economic Treaty and he 
said on his return to Kuala Lumpur that 
the Australian Government was sympa- 
thetic to the proposal although it could 
not participate in it. 


Malaya welcomes tourists; to the 
readers of The Australian Accountant, 
and to the delegates to the Asian and 
Pacific Accounting Convention, we ex- 
tend a cordial invitation to experience 
the many varied delights and scenes of 
our “Golden Peninsula” and to meet the 
friendly people of Malaya. 


















In ending this article on a more per- 
sonal note, I may say that I have just 
come back to Australia after accom- 
panying your Prime Minister, the Rt. 
Hon. R. G. Menzies, on his first official 
visit to our country, and I know from 
the reactions of the Prime Minister, Dame 
Pattie Menzies and the various members 
of the official party that all of them were 
astonished and delighted with the beauties 
of Malaya, the evidence of our progress 
and the friendliness of our people. 


Like all official tours, a great deal had 
to be accomplished in a short time but 
in less than a week your Prime Minister 
was able to experience a stay in the 
penthouse of Kuala Lumpur’s newest 
modern air-conditioned hotel, and in 
State Residencies, to visit typical pic- 
turesque Malayan villages and see handi- 
crafts, to make a tour of the Cameron 
Highlands Hydro-Electric Scheme (a 
miniature of your Snowy Mountains 








project though without the irrigation 
angle), to see the beauties of the island 
of Penang, to catch some glimpses of 
the States of Perak and Kedah and to 
visit Australian service establishments 
from which war is still being waged 
against Communist guerillas, as well as 
to attend the ceremonial occasions and 
banquets with which His Highness the 
Timbalan Yang di-Pertuan Agong, the 
Prime Minister and other high-ranking 
officials celebrated the visit, and to hold 
discussions which will strengthen the 
bonds of friendship between our two 
countries. 


Fresh from a re-view of Malaya, | 
feel I can repeat to you with confidence 
our Prime Minister’s message to the 
world at large — commercial, scientific 
and social — “There is a large sign hung 
up over Malaya. It says, ‘Come on in, 
you're all welcome’ ” 








Thailand 





HAILAND or Siam as it was formerly 
known, is a kingdom in South-East 
Asia, with an area of 200,000 square 
miles. It is nearly the same size as 
France, and almost twice as large as 
New Zealand. The country is bounded 
on the north and west by Burma, on the 
north-east and east by Laos and Cam- 
bodia, and on the south by the Federation 
of Malaya. It has an extensive coastline 
on the Gulf of Thailand, and in the south 
also faces on to the Indian Ocean. The 
present population of Thailand is nearly 
23 million. 

The Thai people originally lived in 
Southern China and centuries ago gradu- 


ally emigrated into the fertile plains of 
the Chao Phraya and Mekong Rivers. 
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The following article was contributed by 
the Royal Thai Embassy, Canberra, A.C.T. 











Towards the middle of the 13th century, 
they founded the Kingdom of Sukhothai, 
and began their history as an independent 
people in their present homeland. The 
culture of Thailand, as expressed in the 
religion of the people — Buddhism — 
arts and literature, social system, habits 
and customs, shows strong general affi- 
nities with their neighbours, the Mons, 
whose homeland is Burma, the Cambo- 
dians, and in some areas the Malays, but 
with special characteristics that have de- 
veloped over the course of centuries. 


Government 

The King of Thailand is a constitu- 
tional monarch. The present ruler, His 
Majesty King Bhumibol Adulyadej, is 2 
member of the Chakkri dynasty which 
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has reigned over Thailand since the 
establishment of Bangkok as the fourth 
capital of the kingdom in 1782. The 
King exercises his legislative power 
through the National Assembly, his 
executive power through the Council 
of Ministers, which must have the con- 
fidence of the National Assembly, and 
his judicial power through the Courts, 
which are independent in the adminis- 
tration of justice. 


People 

When the Thais emigrated to Northern 
and Central Thailand they drove a wedge 
between the Mons on the west and the 
Cambodians (Khmers) on the east. 
Groups of these peoples, and a number 
of those of other races and tribes remain 
in Thailand to this day. The Thai form 
by far the largest part of the population. 
The most important minorities, numeri- 
cally, are the Chinese and Malays. 
Bangkok, the capital of Thailand, has a 
population of nearly one and a half 
million. Other important cities are 
Chiengmai and Songkhla. 


Agriculture and Industry 


Three-quarters of the cultivated area 
of Thailand is planted in rice, the basic 
food of the people and the principal ex- 
port. The remainder is devoted to other 
crops, such as coconuts, para rubber, 
fruits, cotton, sugar-cane, cassava, corn, 
and various fibre crops, beans and nuts. 
About 84 per cent of the total population 
are engaged in farming, and all but 14 
per cent of these are rice-farmers. More 
than four-fifths of the farmers own their 
farms. Rice accounts for 66 per cent 
of Thailand’s export income. Rubber, 
tin, and teak from the country’s exten- 
sive forests, rank next in order of import- 
ance Ss exports. 


Fish abound in the coastal waters of 
Thailand and in the rivers and canals, 
and the fishing industry ranks next to 
agriculture in extent and value. 


Tin is the most important mineral in 
Thailand. Almost all the deposits are 
in the southern part of the country. 
Other minerals which are commercially 
exploited include tungsten, limestone, 
coal, gemstones, and salt. The forests 
of Thailand contain much valuable tim- 
ber, especially teak, and are the source 
of charcoal, which is the main household 
fuel. A number of resins, oils and other 
by-products, are also extracted from 
forest trees. 


Apart from mining and forestry, there 
are many small industries which include 
the manufacture of sugar, paper and 
pottery, spinning and weaving of cotton 
and silk, tanning and basketmaking. 


Education and Welfare 


Thailand has five universities with a 
total enrolment of over 12,000. There 
are more than three and a half mi'lion 
children in primary and_ secondary 
schools. Since 1938 there has teen a 
programme of adult education, with 
schools and mobile libraries and film 
units. An Education Broadcasting Ser- 
vice was established in 1954. 


In the past eight years, 85 hospitals 


have been built. Vigorous steps are 
being taken to control diseases common 
in tropical countries, and there are ex- 
tensive health education programmes in 
schools and rural areas. 


Thailand has a child welfare service 
and an assistance scheme for large fami- 
lies with low incomes. There are insti- 
tutions for aged, needy, and disabled 
persons, and the Government has also 
entered the field of housing for families 
in urgent need of living quarters. Finan- 
cial aid and equipment are given under 
a self-help land settlement scheme. There 
is a law to regulate hours and conditions 
of work, wages, compensation and wel- 
fare. 





TECHNICAI 


AND RESEARCH OFFICER. 


Applications are invited by the 


Society for this new appointment. See page 55 for full details. 
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TAXATION 


“Full and True Disclosure’’* 


The purpose of this paper is to con- 
sider what is involved in, and the signi- 
ficance of, a taxpayer making a full and 
true disclosure, and to consider certain 
aspects of the power given to the Com- 
missioner by Section 170 of the Jncome 
Tax and Social Services Contribution 
Assessment Act 1936-1958 to amend 
assessments increasing a taxpayer’s lia- 
bility. 

Section 170 gives the Commissioner 
power to amend assessments previously 
made, where the conditions set out in 
the various sub-sections of the section 
are satisfied. The policy of Section 170 
is directed towards achieving finality and 
certainty of liability and accordingly, 
except where a taxpayer has been guilty 
of fraud or evasion, there are time limits 
imposed on the Commissioner and when 
these have expired his power of amend- 
ment has gone. In addition the type of 
correction which may be made to an 
assessment is also restricted. 


We will pass over the earlier sub- 
sections cf Section 179, and come 
straight to sub-section 3. This sub- 
section reads — 


“Where a taxpayer has made to the 
Commissioner a full and true disclosure of 
all the material facts necessary for his 
assessment, and an assessment is made after 
that disclosure, no amendment of the assess- 
ment increasing the liability of the taxpayer 
in any particular shall be made except to 
correct an error in calculation or a mistake 
of fact; and no such amendment shall be 
made after the expiration of three years 
from the date upon which the tax became 
due and payable under that assessment.” 





* A paper presented at the Taxation Con- 
vention arranged by the Taxation Institute of 
Australia during May, 1959, and published 
here by courtesy of the Taxation Institute. 
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The Making of the Assessment. 


It is now proposed to consider what 
constitutes a full and true disclosure, and 
the result of making a full and true dis- 
closure, and of failing to make such a 
disclosure. Section 161 requires that a 
taxpayer shall furnish to the Commis- 
sioner “in the prescribed manner. . . a 
return signed by him setting forth a full 
and complete statement of the total in- 
come derived by him during the year of 
income, and of any deductions claimed 
by him”. Regulation 9 of the Income 
Tax Regulations made under the Act 
provides that the return shall be made 
in one of the forms provided by the 
Commissioner, contain the information 
and particulars mentioned in the form, 
and “be accompanied by all such balance 
sheets, profit and loss accounts, state- 
ments and other documents as are men- 
tioned in the form or as are required”. 
From the returns and from any other 
information in his possession, the Com- 
missioner is to make his assessment 
(Section 166). The responsibility is thus 
placed on the taxpayer to provide the 
Commissioner with the facts and infor- 
mation necessary for the making of the 
assessment. But the Commissioner is 
not entirely in the hands of the taxpayer 
so far as the gaining of information 
relating to his affairs is concerned, as he 
may come into possession of facts con- 
cerning the taxpayer from returns and 
information furnished by other taxpayers. 
In addition, of course, he has his own 
wide powers of inquiry and investigation. 
Therefore, not only must the taxpayer 
make a full and true disclosure in his 
return, but also he must fully and truly 
answer enquiries made of him by the 
Commissioner relating to his affairs. 
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The Act, in demanding of a taxpayer 
a full and complete statement of his in- 
come and deductions, threatens penalties 
where he fails to make such a disclosure 
(sub-sections 226, 227, 230 and 231), 
but also offers the reward contained in 
Section 170 (3) of restricting the Com- 
missioner’s right to amend an assessment 
where a full and true disclosure has been 
made. 


WHAT CONSTITUTES A 
“FULL AND TRUE DISCLOSURE”? 


What is involved in the making of a 
full and true disclosure? The important 
words are, “a full and true disclosure of 
all the material facts necessary for his 
assessment”. Certain matters can be 
put on one side at once. There is no 
need for the taxpayer to disclose facts 
which are immaterial to the making of a 
correct assessment. Furthermore, what 


he is obliged to disclose are facts, so once 
he does this, he is not required to go 
further and give his opinion as to the 
legal results attaching to those facts. 


The disclosure that is demanded of 
the taxpayer is a full one and a true one. 
There is not much difficulty about the 
requirement that the disclosure should 
be true. Obviously any material infor- 
mation provided or facts given which 
are untrue will result in a failure by the 
taxpayer to make a true disclosure. And 
the test of truth of the disclosure made 
is an objective one, so that although the 
taxpayer may genuinely believe that the 
facts disclosed by him are the true facts, 
nevertheless if they turn out to be in- 
correct, the Commissioner may, upon 
discovering the truth, amend the assess- 
ment under Section 170 (2). This is not 
to say that the taxpayer would be liable 
to any penal action under any of the 
sections referred to earlier, as a result of 
his unconsciously untrue statement, but 
only that the Commissioner will not be 
restricted in his power of amendment, in 
the way he would, had the taxpayer made 
a full and true disclosure. 


_The question of what is involved in 
making a full disclosure is a question of 
greater difficulty. The test as to the 
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fullness of the disclosure is not entirely 
an objective one. The knowledge and 
means of knowledge of the taxpayer enter 
into the question, and also the know- 
ledge of the Commissioner can, in certain 
circumstances, become important. 


Disclosure of Facts Known to Com- 

missioner 

In Australasian Jam Co. Pty. Ltd. 
v. Federal Commissioner of Taxation 
(1953) 5 A.I.T.R., 566, Fullager J. 
said, in considering the words “full and 
true disclosure” appearing in Section 
170 — 


“In Commissioner of Taxation v. West- 
garth it was held that almost identical words 
in s. 20 (2) of the Estate Duty Assessment 
Act meant disclosure of relevant facts known 
to the taxpayer or of relevant beliefs held 
by him and did not involve making the 
Commissioner aware of facts unknown to 
the taxpayer. And in Foster v. Commissioner 
of Taxation (82 C.L.R. 606; see especially 
per Latham, C. J., at pp. 614-4) it was held 
that the words did not require the taxpayer 
to direct the Commissioner’s attention to 
facts of which the Commissioner was aware. 
But, as Williams, J., observed in Scottish 
Australian Mining Co. Ltd. v. Commissioner 
of Taxation (81 C.L.R. 188 at pp. 197-8) 
the expression is a very wide one. His 
Honour said: 

“It seems to impose on a taxpayer the 
duty of disclosing every fact which he 
knows or is capable of knowing material to 
a correct assessment.’ 

The words ‘or is capable of knowing,’ if 
read quite literally, may be thought to go 
a little too far, but I would think that even 
a merely inadvertent omission of a material 
fact may be enough to enable the Com- 
missioner to maintain that the full and true 
disclosure required has not been made.” 


The taxpayer need not disclose to the 
Commissioner facts already known to 
him (Foster v. Federal Commissioner of 
Taxation (1951) 5 A.I.T.R., 94). The 
facts in Foster’s case were that the tax- 
payer, in his assessment which was issued 
by the Deputy Commissioner, Hobart, 
was allowed a rebate under Section 107 
of the Income Tax Assessment Act 
1936-1945 in respect of dividends paid 
by a company out of profits which had 
borne Division 7 tax. At the time of 
lodging his return the taxpayer knew 
that the company had appealed to the 
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High Court against the Division 7 assess- 
ment, but he made no mention of this 
in his return. The company subsequently 
won its appeal with the result that the 
Division 7 tax paid by it was refunded. 
But this happened after the taxpayer’s 
assessment had issued. The Commis- 
sioner then amended the taxpayer’s 
assessment treating the dividend as not 
being rebateable under Section 107. 
Although the Deputy Commissioner, 
Hobart, was unaware of the company’s 
appeal, at the time he issued the original 
assessment, the Commissioner, of course, 
knew that the appeal had been lodged. 
The High Court held that the taxpayer 
was under no obligation to disclose in his 
return the facts of an appeal having been 
lodged by the company. Latham, C.J., 
said — 

“In my opinion it is not possible, ac- 
cording to the ordinary use of language to 
‘disclose’ to a person a fact of which he is, 
to the knowledge of the person making a 
statement as to the fact, already aware. 
There is a difference between ‘disclosing’ a 
fact and stating a fact. Disclosure consists 
in the statement of a fact by way of dis- 
closure so as to reveal or make apparent 
that which (so far as the ‘discloser’ knows) 
was previously unknown to the person to 
whom the statement was made. Thus the 
taxpayer could not add anything to the 
Commissioner’s knowledge with respect to 
the appeal. In my opinion in these circum- 
stances it should be held that the failure of 
the taxpayer to repeat to the Commissioner 
what he already knew did not constitute a 
failure to disclose material facts. 

“The Deputy Commissioner at Hobart was 
not aware of those facts. But s. 170 (3) 
refers to disclosure made to the Com- 
missioner. There are no provisions in the 
Act which require a disclosure to the 
particular Deputy Commissioner who hap- 
pens to be the officer dealing with the 
assessment of a particular taxpayer.” 


However, the proposition that the tax- 
payer need not disclose facts already 
known to the Commisioner cannot be 
pushed too far. For instance, a taxpayer 
is not discharged from his obligation to 
include in his return details of dividends 
received by him, merely because the 
comvany paying the dividends includes 
details of dividends paid to its share- 
holders with its return. Similarly, a 
salary earner could not claim that because 
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his employer supplied the Commissioner 
with details of salaries and wages paid, 
it was unnecessary for him to include 
particulars of salary received in his own 
return. The true position seems to be 
that the taxpayer will be exonerated from 
disclosing facts to the Commissioner only 
where those facts are not only known to 
the Commissioner but are known, or 
perhaps, should be known, to the Com- 
missioner in relation to the taxpayer's 
assessment. 


It is impossible to lay down any 
general rule as to what constitutes a full 
and true disclosure, as this will vary 
according to the particular transaction 
or circumstance giving rise to liability. 
But this much can be said; the taxpayer 
is obliged to provide the Commissioner 
with all the material facts which are 
necessary for a correct assessment. 
Certainly the taxpayer must disclose the 
material facts in his possession, and it 
would seem that in some circumstances 
he would be under an obligation to 
ascertain facts, previously unknown to 
him, in order that he may make a full 
disclosure to the Commissioner. Just 
how far he would have to go in this 
direction has never been the subject of 
judicial pronouncement. 


It seems, however, that the obligation 
of disclosure placed on the taxpayer is a 
somewhat heavy one. In Scottish Aus- 
tralian Mining Company Limited v. 
Federal Commissioner of Taxation 
((1950) 4 A.LT.R., 443), the facts 
were that a company formed for the 
purpose of mining coal had purchased 
land in 1863, on which to carry out iis 
coal mining operations, but these oper- 
ations had ceased in 1924, and there- 
after it subdivided the land, built roads 
and a railway station, made sites avail- 
able for schools and churches, and from 
time to time sold parcels of the sub- 
divided land. The Commissioner issued 
amended assessments including therein 
the profits arising from these sales, but 
Williams, J., held the profits were not 
assessable. The conclusion made it un- 
necessary for him to deal with the com- 
pany’s contention that, a full and true 
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disclosure having been made by it, the 
Commissioner had no power to make 
the amended assessments. Nevertheless, 
His Honour’s expression of opinion on 
this matter gives an indication of the 
extent to which he thought the taxpayer 
would have had to go before it would 
have discharged its obligation of dis- 
closure. It will not be sufficient for a 
taxpayer merely to disclose the fact of 
particular receipts having been derived, 
but all the facts necesary and material to 
the Commissioner reaching a_ correct 
conclusion on the assessability of the 
receipt must be brought under his notice. 
His Honour said (pp. 197/8) — 

“The appellant disclosed a great deal to 
the respondent and all that it disclosed was 
true. It disclosed the profits it was making 
on the sales and claimed that they were 
not assessable income. It supplied a number 
of material facts relating to the sales and 
could justifiably believe that it had placed 
the Commissioner in a position to decide 
whether to admit the claim or not. But I 
doubt if the disclosure could be said to be 
a full disclosure. The expression ‘a full and 
true disclosure of all the material facts 
necessary for the assessment’ is a very wide 
one. It seems to impose on a taxpayer the 
duty of disclosing every fact which he 
knows or is capable of knowing material to 
a correct assessment. As at present advised 
I am of opinion that the appeal fails on 
this question but, as I have said, this would 
nct make the appeal incompetent in respect 
of the earlier years, even though it were 
the only question of law involved in the 
decision of the Board.” 


We have already seen the test of dis- 
closure is largely an objective one, so 
that if the taxpayer elects not to disclose 
a particular receipt in the belief that it 
is not assessable, he does so at his own 
risk, and if it should subsequently tran- 
spire that the receipt constituted assess- 
able income he will have failed to make 
a full and true disclosure. (See for 
example Fullager, J., in National Trustees 
Executor and Agency Co. of A/asia Ltd. 
v. Federal Commissioner of Taxation 91 
C.L.R. 540 at p. 574). Or if he thinks 
that certain facts surrounding a particular 
matter are irrelevant and he fails to dis- 
close them whereas they turn out to be 
material, he will have failed to have 
made a full and true disclosure. Again 
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the taxpayer does not discharge his obli- 
gations of disclosure by merely disclosing 
some “key” fact and leaving it to the 
Commissioner to follow this up and 
ascertain the full facts. To take an 
extreme case, it is obvious a taxpayer 
could not escape his duty of disclosure 
by deliberately, or negligently, refraining 
from putting himself into possession of 
the full facts. It would seem that the 
test in this regard will resolve itself into 
the reasonableness of the taxpayer’s 
behaviour. Has he supplied the Com- 
missioner with all the material facts 
within his knowledge or which should 
reasonably have been within his know- 
ledge? 


Medium of Making Disclosure 


In what way must the disclosure be 
made, and when? The normal medium 
for making the disclosure is, of course, 
the return, but the taxpayer may sup- 
plement the information given in his 
return by letter or by personal interview. 
If the taxpayer relies on others to dis- 
close facts necessary for his assessment, 
and the information provided by them 
is untrue or incomplete, the taxpayer 
will have failed to have made a full and 
true disclosure. Thus, where a taxpayer 
who is in partnership includes in his 
individual return a reference to the part- 
nership return, inserting a figure as his 
share of the partnership income, and it 
transpires that a receipt constituting 
assessable income has been omitted from 
the partnership return, the taxpayer will 
have failed to make a full and true dis- 
closure. 


As to the time when the disclosure 
should be made it would appear that, 
provided the disclosure is made prior to 
the Commissioner making his assess- 
ment, the taxpayer will have made the 
full and true disclosure required by 
Section 170 (3). 


RE-OPENING OF ASSESSMENTS 


The result of the making of a full and 
true disclosure is to limit the Commis- 
sioner’s power of amendment both as 





regards time and the type of corrections 
he can make to the assessment. Thus, 
where a full and true disclosure has been 
made, the Commissioner cannot disturb 
the assessment after the expiration of 
three years from the date on which the 
tax became due and payable under that 
assessment. 


Errors in Calculation and Mistakes of 
Fact 


Furthermore, the power of amendment 
extends only to the correction of errors 
in calculation or mistakes of fact. Errors 
in calculation would seem to mean arith- 
metical errors in the course of calculating 
the taxable income or the tax payable. 
As to what is comprehended in the term 
mistake of fact, in Federal Commissioner 
of Taxation v. Hayden (1944) 3 A.I.T.R. 
176, Latham, C.J., said:— 


“A wrong supposition as to a fact is a 
mistake of fact. It may arise from ignor- 
ance, from mis-information or from forget- 
fulness. When the officers believed that the 
taxpayer was not a primary producer and 
acted upon that belief in making their 
assessments they made a mistake of fact 
because the taxpayer in fact was a primary 
producer. In Kelly v. Solari, Lord Abinger, 
C.B., refers to ome case of mistake as 
arising ‘where the party had once a full 
knowledge of the facts, but has since for- 
gotten them’. There was a mistake of fact 
so arising in the present case. This mistake 
of fact led to a wrong application of the 
law in the original assessments. Such a 
result of a mistake of fact would not be 
unusual. An instance mentioned in argu- 
ment would be the mistake of placing under 
the heading ‘income from property’ income 
which was in fact ‘income from personal 
exertion’ with the result that the wrong 
schedule of the Taxing Act was applied. 
Such an assessment would involve what, 
when applied to the true facts, is a mistake 
of law; but it becomes such a mistake only 
when the mistake in fact is assumed to have 
been corrected. Thus in the present case, 
before the correction of the mistake in fact 
is made and the true facts are made to 
appear, there is no error in law in the 
assessment. After the mistake in fact is 
corrected there is then a mistake in law in 
the original assessment so that the assess- 
ment is wrong, but the object of the 
section is to authorise the correction of a 
mistake of fact and a consequent amend- 
ment of the assessment so that it will apply 
to the correct facts whatever is the true 
law.” 


In Hayden’s case, Latham, C.J., had 
before him a case where the Commis- 
sioner’s assessing officers made an inad- 
vertent mistake in the assessment, failing 
to apply the averaging provisions because 
they forgot that the taxpayer was a 
primary producer. His Honour held 
that this was a mistake of fact and in the 
passage from his judgment cited above 
in which he considered the type of mis- 
take which could be termed a mistake of 
fact, the examples given by him were 
ones where the mistake was inadvertently 
made. What is the position where the 
Commissioner deliberately ignores facts, 
so that although the assessor was un- 
aware of certain facts when he made the 
assessment, his lack of knowledge was 
due to his deliberate ignoring of facts 
supplied by the taxpayer or on his behalf? 
This may occur where a taxpayer, a 
beneficiary in an estate, includes in his 
own return his share of the income from 
a trust estate, and the trust return itself 
fully and truly discloses the income of 
the trust. However, the assessor in 
assessing the taxpayer’s return has 
regard only to the figures shown in 
the taxpayer’s individual return, with- 
out referring to the trust return. 
Subsequently the Commissioner seeks 
to amend the taxpayer’s assessment to 
increase his share of the trust income 
to the figure arrived at when the trust 
return was assessed, certain adjustments 
having been made, perhaps with regard 
to the deductions claimed, or by in- 
cluding in the assessable income a receipt 
which, although fully disclosed in the 
trust return, was not treated as assessable 
income therein. Is the Commissioner 
empowered under Section 170 (3) to 
amend the taxpayer’s assessment? In 
other words, was the ignorance of the 
assessor who assessed the taxpayer's 
return, of the fact of the taxpayer having 
derived the particular income, a “mistake 
of fact”, or is it incorrect to regard the 
deliberate ignoring of information sup- 
plied by or on behalf of the taxpayer as 
a mistake of fact within the meaning of 
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the section? This matter has been the 
subject of conflicting views by the dif- 
ferent Boards of Review. (See for 
instance 3 C.T.B.R. (N.S.) Case 101, 
5 C.T.B.R. (N.S.) Case 105, 7 C.T.B.R. 
(N.S.) Case 22, and 7 C.T.B.R. (N.S.) 
Case 68.) Until such time as the matter 
comes before the High Court the position 
must remain doubtful, but there is not 
a little to be said for the view that the 
type of “mistake of fact” pointed to in 
Section 170 is one arising otherwise than 
from the deliberate ignoring of facts. 


Consequence of Failure to make Full and 
True Disclosure 


Contrasting the result of the making 
of a full and true disclosure with the 
consequence of failing to make such a 
disclosure, it will be observed that where 
a full and true disclosure has not been 
made, the Commissioner’s power to 
amend is not nearly so restricted. He 
will have a period of 6 years from the 
date upon which the tax became due and 
payable under the original assessment 
within which to amend, and if the avoid- 
ance of tax resulting from the lack of 
disclosure was due to fraud or evasion 
he may amend at any time. In addition, 
he is not restricted to correcting errors 
in calculation or mistakes of fact, but 
may make any alterations necessary to 
prevent the avoidance of tax which has 
occurred. 


PRACTICAL CONSIDERATIONS 


Perhaps I might conclude with one or 
two practical observations. 


Whenever in doubt as to whether a 
particular fact is material, or as to the 
assessability of a particular receipt, or 
as to how fully the facts surrounding a 
transaction should be set out, a good 
working rule is to err on the side of 
disclosing matter which may turn out to 
be irrelevant rather than to fail to dis- 
close all the facts necessary for a correct 
assessment. By so doing, not only does 
the taxpayer discharge his obligations 
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under the Act, but he also greatly restricts 
the Commissioner’s powers of amending 
the assessment, once it has been made. 


These days most taxpayers whose 
affairs are in any way complicated have 
their returns prepared by tax agents, and 
therefore there would be little danger of 
this practice leading to returns being 
lodged containing a mass of superfluous 
and irrelevant detail. Tax agents gene- 
rally are well aware of the test to be 
applied in deciding what information 
and how much information should be 
supplied. The principle is that the facts 
to be disclosed are those material and 
relevant to a correct assessment. Any 
doubt which may arise in practice, when 
a tax agent is preparing a return, might 
be resolved by his, momentarily, putting 
himself in the position of the assessor 
called upon to assess the return and 
asking himself, “What would I need to 
know about this transaction in order for 
me to be able to make a correct assess- 
ment?” 


I would also stress the importance, in 
all cases when an amended assessment is 
received, of carefully considering whether 
the amendment is permitted by Section 
170, so that the opportunity of objection 
on this score will not be lost. In this 
regard it is worth noting that where the 
taxpayer challenges the Commissioner’s 
power to amend in a case where Section 
170 (3) is applicable, the onus will be 
on the Commissioner, if he claims that 
a mistake of fact was made in the original 
assessment, of bringing evidence before 
the tribunal showing how that mistake 
was made. It will thus be incumbent 
on him to lead evidence from his officers 
whom he alleges made a mistake of fact, 
explaining what their mistake was, and 
how it arose. (Cf. Hayden’s case (supra) 
and White v. Federal Commissioner of 
Taxation (1954) 6 A.1L.T.R. 147. 





Editor's Note: A commentary on the fore- 
going paper, by S. M. Barron, will appear in 
the February issue of The Australian Account- 
ant. 
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Notes on Selected Tax Cases 


INTEREST PAID TO DAUGHTER 


The Board of Review determined 
the deductions to be allowed for 
interest paid on moneys borrowed 
from a child to whom gifts had 
previously been made. 


The taxpayer, carrying on business as 
a draper, decided to transfer some funds 
to his daughter aged ten years. On 16 
June, 1953, a cheque for £1,000 was 
drawn payable to L (the daughter) or 
bearer; the cheque was not handed to 
L but was re-banked to the taxpayer’s 
business bank account from which it was 
drawn. In taxpayer’s books, the amount 
of £1,000 was credited to “L’s Loan 
Account”. 


A similar procedure was adopted for 
two further cheques, of £1,000 and £500, 
drawn on 8 January, 1954 and 28 May, 
1954, respectively and immediately re- 
banked. 


Interest at 124% per annum was 
fixed on L’s loan account. For the year 
ended 30 June, 1953, however, interest 
was calculated at 124% flat, which for 
the period of 14 days from the date of 
the first loan of £1,000 to the end of the 
financial year was equivalent to about 
350 per cent per annum. 


On 1 January, 1956 the taxpayer 
formed a private company which took 
over all the assets and liabilities of his 
business, including the loan account of 
the daughter. 


The Commissioner took the view that 
the question of the allowance as a 
deduction of the interest paid to the 
daughter depended upon whether the 
taxpayer had in fact made valid gifts tc 
his daughter. It was contended that 
there was no suggestion that the taxpayer 
had intended to create a trust for his 
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daughter, and that, on the facts, there 
was an imperfect or incomplete gift, 
because the moneys involved had not 
passed from the taxpayer’s ownership 
and possession. Even though the com- 
pany, in taking over the loan, had 
acknowledged the debt to the taxpayer's 
daughter, this fact did not validate the 
gift. 


The amounts of interest paid by the 
taxpayer had therefore been disallowed 
as a deduction, on the grounds that they 
were not expenses incurred in gaining 
his assessable income. 


The Board’s majority decision, reported 
in 8 C.T.B.R. (N.S.) Case 61, was sub- 
stantially in favour of the taxpayer, except 
that for the vear ended 30 June, 1953 
it was decided that the payment of interest 
by the taxpayer to a relative was not 
reasonable in amount, and the provisions 
of Section 65 (1) were applied to reduce 
the amount allowed .o tnat calculated at 
124% per annum, instead of 124% fiat. 
For the other years concerned, 1954 to 
1956, the interest claimed was allowed 
under Section 51. 


Mr. Daymond, Member, was of the 
opinion that the gift by the taxpayer to 
his daughter had been completed, and 
the property had therefore vested in the 
daughter. There was no deed or other 
instrument in writing to evidence the 
gift, but the taxpayer could be said to 
have “done everything which, according 
to the nature of the property comprised 
in the gift, was necessary to be done by 
him in order to transfer the property and 
which it was in his power to do”. Express 
acceptance by the daughter was not 
necessary to complete the gift. 


Mr. Webb, Member, although agreeing 
that the interest should be allowed as 4 
deduction, considered that there was 00 
complete gift in law, but that what the 
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taxpayer did amounted to the creation 
of a trust. “It is well settled that intention 
alone without transfer is not sufficient 
to constitute a valid gift and that the 
court will not complete an incomplete 
gift by treating the intended transfer as 
a declaration of trust”. However, the 
course of action adopted by the taxpayer 
was, in Mr. Webb’s opinion, a voluntary 
declaration of trust in favour of his 
daughter, or he had constituted his book- 
keeper as trustee for his daughter. What- 
ever view was correct, the taxpayer had 
sufficiently divested himself of the bene- 
ficial interest in the property to be bound 
to pay interest. 


Mr. Owen, Chairman, expressed the 
dissenting view. He considered that the 
gift was imperfect, and that there was 
no intention on the part of the taxpayer 
to create a trust. “As, on the evidence 
given, the taxpayer intended to make a 
gift, it cannot be held that he created a 
trust in the absence of an intention to 
do so.” 


PAY-ROLL TAX 


Only one general exemption was 
allowed, for purposes of pay-roll tax 
assessments, where a_ partnership 
carried on two separate businesses. 


Section 14 of the Pay-roll Tax Assess- 
ment Act provides that, in calculating 
the amount on which pay-roll tax is to 
be imposed, a general exemption (at 
present £866-13-4 per month) is allowed 
to each employer by whom salary or 
wages are paid. 


A husband and wife partnership con- 
ducted a nursery business in partnership 
from 1949. In July, 1952 the wife died; 
the husband then continued the business 
on his own account. 


The husband also carried on a pottery 
business with one M, from September, 
1952. The nursery business and the 
pottery business were therefore separate 
enterprises, treated as such for the pur- 
poses of pay-roll tax. 
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In March, 1955 a new partnership was 
commenced between the husband and his 
second wife. This partnership carried 
on the nursery business and, M having 
been bought out, took over the pottery 
business also. It was claimed, before 
the Board of Review in 8 C.T.B.R. 
(N.S.) Case 57, that there were two 
separate businesses, that the partnership 
was a separate employer in relation to 
each business, and therefore general ex- 
emption should be allowed in each case. 


The Board conceded that two busi- 
nesses, with separate accounts, existed. 
However, there was only one partnership, 
which was the one employer in respect 
of both businesses, and not a separate 
employer in respect of each. Only one 
general exemption was appropriate in 
determining the pay-roll tax liability on 
the total wages paid. 


PURCHASE OF PINEAPPLE FARM 


The cost of pineapple plants, in- 
cluded in the purchase price of a 
pineaple farm, was not allowed as 
a deduction under Section 51 (1) of 
the Income Tax Assessment Act. 


Some 350,000 pineapple plants, most 
of which were up to twelve months old, 
were included in the sale of a pineapple 
farm. The purchase price of the farm 
was £6,500; £500 was allocated to the 
pineapple crop and £1,601 to the pine- 
apple plants. 


The taxpayer claimed a deduction for 
the amount of £2,101, but the Commis- 
sioner disallowed £1,601, representing 
“Purchase of plantation of pines as dis- 
tinct from crop”. 


It was mentioned, at the hearing before 
the Board of Review 8 C.T.B.R. (N:S.) 
Case 62, that the pineapple plants pro- 
duced a first crop in a period of about 
twelve months. Two suckers were then 
allowed to grow from each plant, which 
then produced a second crop. The 
suckers were removed for planting else- 
where and the main plant was destroyed. 
The taxpayer contended that as the pine- 
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apple stools purchased with the property 
would be ploughed in within a period of 
two years of his purchase of the farm, 
the cost of the plants was an outgoing 
necessarily incurred in carrying on the 
business and was not expenditure of a 
capital nature. 


In the case of Butcher v. Federal Com- 
missioner of Taxation (1950) 5 A.I.T.R. 
44, Kitto J. said, “As these plants [in 
this case banana plants] were growing 
on the land purchased and therefore 
formed part of a capital asset acquired, 








any portion of the total purchase price 
which may be attributable to the plants 
was an outgoing of capital or of a capital 
nature”. 


The Board agreed with the Commis- 
sioner’s view that the cost of the pine- 
apple plants was an outgoing of capital, 
not allowable under Section 51. The 
established pineapple plants formed part 
of the land itself; the maxim quicquid 
plantatur solo, solo cedit (whatever is 
affixed to the soil belongs to the soil) 
was appropriate. 





Letter to the Editor 








correspondent in the November issue of 
The Australian Accountant discusses 
several categories of taxpayer, “The Evader”, 
“The Dismayed Taxpayer” and so on but 
there are assumptions, presupposed in the 
line of reasoning in the article that warrant 
more abject scrutiny, “Let us look at the 
basic facts of income tax”. Well now, let us 
just look at them. 


The tax formulae assess an_ individual’s 
liability to pay according to his ability to 
pay. This we know to be factual but who 
can assert it to be equitable? 


Our sliding scale enroaches more and more 
as an individual’s income rises; at £1,000 p.a. 
we pay 4/4 in the £1, at £4,000 we pay 9/3. 

Thus at the outset, the able, the industrious 
and the affluent pay taxation, not only more 
in the aggregate but more per £1 of income 
than the mediocre or the indolent. 

Income tax is an economic device that 
re-distributes purchasing power, sO we _ see 
that free education, child endowment, the 
various pensions, gratuities and so on are 
being paid by one section of society whilst 
another section reaps the benefit. 

The political gimmick that first justified 
such a state of affairs operated on the grounds 
of the alleviation of want, poverty and miserv 
The more heavily taxed of the populace could 


THE EXPLOITED TAXPAYER 
A Reply to “FASA” by “AASA” 







well afford to pay and the vote catching 
aspect was obvious. 


In practice, however, we find some old-age 
pensioners who regularly become intoxicated 
on pension days and mothers of large families 
who spend child endowment not on milk but 
on starting price betting. 


Another assumption is that there is some- 
thing morally wrong in evading the imposition 
of the law as it is—your correspondent refers 
to “an arrogant disregard of the law” (by 
tax evaders). 


There are two aspects of this. 


Firstly, income tax law is a rich field for 
litigation—so that what the law precisely 
means varies from time to time and from 
court to court. Secondly, a morally bad law 
deserves no more observance by a taxpay*! 
simply because it is the law, than say con- 
fiscatory measures in pre-war Germany de- 
served from some oppressed minority. Avoi | 
ence or evasion can be reduced to a calculated 
risk. 

One final word on the sheer “dead-pan” 
insolence of the Act itself:—Section 234 
“Inceme derived bv a_ non-resident from 
sources wholly out of Australia . shall be 
exempt.” 


Let us be thankful for our sense of humour! 
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Commonwealth Committee 
on Taxation 


In the editorial which appeared in the December issue of “The 
Australian Accountant” reference was made to the appointment of the 
Taxation Committee of Enquiry and comments made regarding the 


terms of rejerence. 


The statement by the Treasurer to the House of 


Representatives made on 3 December, 1959 in respect to the Committee 
on Taxation was as follows’ — 


WISH to inform the House of the 

membership of the Commonwealth 
Committee on Taxation which the Gov- 
ernment has decided to appoint, and of 
the terms of reference to be given to the 
Committee. 


There will be five members of the 
Committee and the Government has been 
‘ortunate in securing as Chairman, Hon. 
Sir George Ligertwood, a distinguished 
former Judge of the Supreme Court of 
South Australia. 


With him there will be:— 


Mr. D. B. Lewingion, of Sydr*y, who 
is a business man of considerable 
experience in commerce, industry and 
finance. 


Mr. D. G. Molesworth, of Sydney, a 
chartered accountant who has also had 
wide experience of business affairs, 
especially in the field of processing and 
marketing primary products. 


Mr. F. C. Bock, of Sydney, who is a 
principal of one of Australia’s leading 
accountancy firms. 


M. J. A. Neale, of Melbourne, who was 
tormerly Deputy Commissioner of 
Taxation in Victoria. 


I believe that, in a Committee so 
constituted, the Government has been 
able to obtain a body of men particularly 
well suited by their abilities, attainments 
and experience to carry out the important 
and difficult functions to be entrusted to 
the Committee. 
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The formal terms of reference for the 
Committee are as follows:— 


(1) The functions of the inquiry are, 
subject to paragraphs (2) and (3) of 


these terms of reference.— 


(a) to examine and inquire into the 
existing laws of the Common- 
wealth relating to taxation of 
income, ana the operation ot 
those laws, for the purpose of 
ascertaining any anomalies, in- 
consistencies, unnecessary com- 
plexities and other similar defects 
that exist in, or arise out of the 
operation of, those laws, and to 
formulate preposals for remedying 
those anomalies, inconsistencies, 
complexities and other defects 
and for simplifying those laws; 


to enquire into any matters 
relating to the taxation laws of 
the Commonwealth, other than 
the laws relating to duties of 
Customs or of Excise, that are, 
from time to time, referred to the 
Committee by the Treasurer of 
the Commonwealth; and 


to report and make recommend- 
ations to the Treasurer of the 
Commonwealth ccncerning the 
matters dealt with by the Com- 
mittee. 


(2) In making recommendations with 
respect of the laws relating to the 
taxation of income, the Committee 
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shall have regard to the cost to 
Consolidated Revenue of giving effect 
to the recommendations and shall 
take it to be necessary for the Com- 
monwealth to continue to receive, 
from the taxation of income, revenue 
not less in total than the revenue 
that might be expected to be received 
under the existing laws. 


(3) The functions of the Committee do 
not extend to the matters dealt with 
in the report made by the Common- 
wealth Committee on Rates of De- 
preciation appointed in 1954, or, 
except as approved by the Treasurer, 
to any matter dealt with in a report 
of the Commonwealth Committee on 
Taxation appointed in 1950. 


I may say that the Government has 
given a good deal of consideration to the 
scope and nature of this taxation inquiry. 
It will be remembered that, in his policy 
speech in October, 1958, the Prime 
Minister said that the Government would 
set up a competent and independent 
public investigation of the taxation laws. 
This clearly envisaged a wide inquiry. 
At the same time it will be realised that, 
unless such an investigation is to be 
almost illimitably wide and go on almost 
indefinitely, it is necessary to define its 
scope in such a way as will concentrate 
attention on those aspects of the tax- 
ation laws which are most in need of 
review. 


Hence, the Goverrment reached the 
conclusion that, in the first instance at 
any rate, the Committee should direct its 
attention to the laws relating to taxation 
of incomes — both of individuals and of 
companies. 


On the whole, it seemed inadvisable 
to bring Customs and Excise within the 
purview of the Inquiry because, although 
Customs and Excise represest one branch 
of taxation, they are also very closely 
involved with policy on trade, tariffs and 
external economic relations generally. 
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While we do not contemplate that the 
Committee will, at least in the earlier 
stages of its investigation, undertake a 
general review of Sales Tax, Pay-Roll 
Tax or Estate and Gift Duty, we have 
recognised that there will inevitably be 
certain issues relating to these taxes 
which might be proper subjects for in- 
vestigation and therefore we are providing 
in the terms of reference that such matters 
may from time to time be referred to the 
Committee by the Treasurer of the Com- 
monwealth. 


Income Tax law constitutes by far the 
targest body of taxation law and it un- 
doubtedly offers the widest, and probably 
the most complex, field for investigation. 
It is primarily for that reason that the 
Government has designated it to be the 
principal subject for study and report by 
the Committee. 


At the same time, we had in mind that 
in recent years various aspects of tax- 
ation law have been investigated by other 
bodies and that recommendations made 
by these bodies have, in a good many 
instances, been the subject of amending 
legislation. I refer here to the work of the 
Commonwealth Committee on Taxation 
appointed in 1950, and of the Common- 
wealth Committee on Rates of Depreci- 
ation appointed in 1954. It has seemed 
both unnecessary and undesirable that the 
Committee now to be appointed should 
again traverse the ground covered in a 
competent way by these earlier enquiries 
and we have therefore decided that 
except in special cases, the particular 
matters dealt with by those bodies should 
be excluded from the field to be covered 
in the forthcoming investigation. 


We believe therefore that, in drawing 
up the terms of reference I have 
announced, we have been able to strike 
a suitable balance between the aim of 
having, on the one hand, an inquiry of 
considerable breadth and, on the other 
hand, of concentrating its work on areas 
in which its studies are most likely to 
be fruitful of practical benefits. 


The Australian Accountant, January, 1960. 
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The Sensimatic Family 


Here are specialised or general purpose machines 
geared to give you the simplest, yet most compre- 
hensive accounting system—to provide management 
with essential reports, information. The wide range 
includes Non-Typing Sensimatics and the already 
famous Typing Sensimatic series. These feature the 
revolutionary 84 character “Box Printer” with its 
many outstanding advantages. Models available with 
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The Developing Role of the 
Accountant in Management 


The Australian Society of Accountants’ Annual Lecture in the 
University of Adelaide, on 5 August, 1959. 


By E. BRYAN SMYTH, F.A.s.a., 
Professor of Accountancy, the University of New South Wales 


he post-war years have brought to 

Australia an era of commercial and 
industrial development unprecedented in 
her history. There is evidence that this 
expansion is continuing and the rate of 
expansion is increasing. Management is 
becoming an _ increasingly influential 
business force,’ and as a result the role 
of the accountant is being affected. 
The purpose of this paper is to examine 
the extent to which the formal services 
accountants render meet the requirements 
of management, and to focus attention on 
the increasing need for a further manage- 
ment orientation of the accounting 
function. 


Management embraces all _ those 
activities which involve responsibility for 
the work of others, the management levels 
extending from the board of directors 
to foremen. Funds supplied by owners 
are entrusted to management to employ 
in the most profitable manner, whilst 
safeguarding their real capital value as 
far as possible. The management 
function involves the determination of 
basic policies and objectives, the creation 
and maintenance of an organizational 
structure to implement planned objec- 
tives, the direction and co-ordination of 
various enterprise activities, the appraisal 
of actual performance, and the taking 
of remedial action as warranted. 


Accounting is concerned not only 
with historical recording and the analysis, 
interpretation and reporting of financial 
and operating data, but also with the 
provision of information useful to 





e.g. the Twelfth International Management 
Congress is to be held in Sydney and Mel- 
bourne early in 1960 
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management in formulating its policies 
and in evaluating current performance. 
There should be a high degree of 
integration between management and 
accounting for the following reasons:— 


1. Management’s planning should be matched 
by the assistance the accountant can pro- 
vide in the preparation of budgets and 
long-range forecasts. 


Management is responsible for directing 
operations and for assigning authority and 
responsibility to those charged with the 
implementation of planned objectives. In 
this respect, the accountant can assist by 
devising systems of accounting and re- 
porting procedures to reflect the trans- 
actions of the business and the performance 
of personnel in relation to plans and the 
established organisational structure. 


Management is responsible for ensuring 
that performance complies with enterprise 
policies and plans. In exercising this func- 
tion of control, management must rely 
largely on accounting reports prepared 
on the “exception” principle, whereby 
actual results may be ineasured against 
standards or norms established by manage- 
ment. 


Emphasis on the managerial impli- 
cations of accounting has giver rise in 
recent years to what is known as 
“management accounting”. This has 
been defined ? as follows:— 


“the presentation of accounting information 
in such a way as to assist management in 
the creation of policy and in the day-to-day 
operation of an undertaking. The technique 
of accountancy is of extreme importance 
because it works in the most nearly univer- 
sal medium available for the expression of 
facts, so that facts of great diversity can 
be represented in the same picture. It is 
not the production of these pictures that 
is a function of management, but the use 
of them.” 





2. Report of the Anglo-American Productivity 
Council on ‘“‘Management Accounting”’ 
1950 p. viii 
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Thus the purpose of accounting, 
viewed from the managerial angle, is to 
provide information for management 
to use in exercising its planning, co- 
ordinating and control functions. As 
such, management accounting is to 
be distinguished from stewardship 
accounting, or historical recording. It 
finds its highest expression when manage- 
ment and accounting work in harmony, 
each conscious of the other’s needs. If 
this meeting of minds is not achieved, 
the accountant’s reports, though accurate 
in themselves, may be quite inadequate 
for management’s purposes. In con- 
sidering its future plans, management 
should make the fullest use of long- 
range forecasts, budgets, standards of 
performance and accounting control 
techniques, and for this reason it should 
bring the accountant into consultation 
at an early stage of planning. 


In tracing the influence of manage- 
ment accounting over the years, we find 
that cost consciousness and scientific 
management became more apparent with 


the introduction of improved techniques 
in the period 1890-1920. Budgets and 
standard costs were adopted on an 
increasing scale in the period of rapid 
development to 1945. 


The Application of Budgets, Standards, 
and other Control Devices 


It is often suggested that Australian 
industry uses management accounting 
techniques, particularly budgets and 
standards, to a lesser extent than 
American industry. 


Two research projects conducted re- 
cently throw light on such opinions. The 
first* examined the management planning 
and control practices of a selected group 
of 424 American and Canadian com- 
panies. The results of this study were 





4. Undertaken for the Controllership Founda- 
tion Inc., the Research Arm of the Control- 
lers’ Institute of America, by Dr. Burnard 
H. Sord, Assistant Professor of Manage- 
ment, and Dr. Glenn A. Welsch, Professor 
of Accounting, University of Texas. Per- 
mission to use some of the information pro- 
vided by this survey is herewith acknow- 
ledged. This project will be hereinafter 
referred to as “The American Survey”. 


published in 1958°. The second 
project®, commenced in 1957, examined 
financial organisation and _ control 
practices in a selected group of 157 
Australian companies‘. Early in 1958 
an interim report on this survey was 
circulated to responding companies and 
published later that year*. 


Before comparing the results of these 
two surveys, certain points should be 
noted. Firstly, the companies selected 
represented a selective sample; secondly, 
results should therefore not be regarded 
as representative of companies generally 
either in the United States and Canada 
or in Australia®; thirdly, the response to 
the American mail survey'® (389 out of 
785, or 49.5%) was somewhat higher 
than the response to the Australian 
survey (157 out of 450, or 34.7% ), but 
not markedly different; and lastly, the 
companies selected in both projects 
belonged to professional management 
institutes and might, therefore, be 
expected to be _ representative of 
companies which would be making a 
better-than-average use of budgets, 
standards, management accounting and 
control techniques. Thus, whilst the two 
surveys do not claim to be necessarily 
representative of the total population of 
companies in either of the geographical 
areas studied, it is considered that they 





. Sord and Welsch, ‘‘Business Budgeting—A 

Survey of Management Planning and Con- 
trol Practices’’, Controllership Foundation 
Inc.. New York 1958. 
Undertaken by the author, 1957-59, and 
hereinafter referred to as ‘‘The Australian 
Survey”’. Acknowledgement is made of the 
assistance rendered by International Busi- 
ness Machines Ltd., in punching and tabu- 
lating the data, and to Burroughs Ltd., 
for analysing and listing results of a sup- 
plementary questionnaire. 

. The supplementary follow-up questionnair« 
was sent to the 157 Australian companies 
early in 1959, to clarify and amplify certain 
information contained in the original re- 
plies. 

E. Bryan Smyth, ‘Financial Organization 
and Control in Australian Companies’, The 
Australian Accountant, Vol. 28, No. iI, 
November, 1958. 

Where the terms ‘‘Australia’’ and ‘“Ame- 
rica’’ (or United States and Canada) occu: 
in this paper, these terms are used for 
convenience in reference only. There is no 
intention to generalize. Conclusions are con- 
fined to companies comprised in the Aus- 
tralian study and in the American stud) 
respectively 

. 35 companies were approached personally 
785 by mail 
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TABLE I: Number of Respondents by Industry and Size 





LARGE 
10,000 or more 
employees) 
Aust. U.S.A. 


MEDIUM 
(2500-9999 


employees) 


SMALL 
(under 2590 


Type of Industry 
employees) 


Aust. U.S.A. Aust. U.S.A. 


Manufacturing 86 
Public Utilities & 

Transport 8 10 
Wholesale & Retail 16 3 
Finance iD 3 
Miscellaneous 7 2 


8 8 


96 





are sufficiently similar in nature to allow 
comparisons to be made validly. 


In Table I the number of respondents 
is shown by industry and size". 
“Large” companies are defined in the 
American survey as those with 10,000 
or more employees; “medium” companies 
as those with less than 10,000 but more 
than 2,500 employees; and “small” 
companies as those with less than 2,500 
employees. The same definitions have 
been assumed in the Australian survey, 
Of 157 Australian companies, 128 
(82% ) were small, 27 (17%) medium, 
and 2 (1%) large. Of 389 American 


companies, 118 (30%) were small, 150 
(39% ) medium, and 121 (31%) large. 


These results (whilst not necessarily 
typical of industry as a whole), do seem 
to verify the generally held opinion that 
the average Australian company is 
smaller than its American counterpart. 
It will also be noted from the table 
that the proportion of wholesale and 
retail, finance and _ miscellaneous 
companies is higher in the Australian 
than in the American sample. The 
American survey indicated that there is 
a high degree of correlation between the 
complexity and magnitude of planning 
and control and the number of employees 
whose efforts must be co-ordinated. 


In the United States and Canada, it is 
considered that greater participation of 
lower level personnel in the planning 





ll. The American survey divided the manufac- 
turing group into durable and non-durable 
categories. Consequently it became neces- 
sary (by average weighting procedures) to 
combine the American results into one 
figure for manufacturing companies, so that 
the results of the Australian would bh 
comparable to those of the American sur- 
veyv 
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process facilitates communications, 
stimulates morale, and fosters good 
human relations. Delegation by top 
management of decision-making is con- 
sidered to be most effective when most 
of the day-to-day decisions are taken at 
the lower management level. It will be 
seen from Table II that divisional 
managers are given a greater degree of 
authority and_ responsibility in the 
United States and Canada than in 
Australia (insofar as the companies 
studied are concerned). In Australia, 
it would seem that lower level managers 
and supervisors have much less responsi- 
bility for developing and revising plans 
in areas under their control. It might, 





TABLE Il 
Degree of Delegation of Managerial Authority 
and Responsibility 





No. of 
Type of Industry Replies Col. 1 Col. 2 

A £2 4. SE 2 os. & 

% % % % % 

Manufacturing 89 302 10 33 S58 56 
Public 
Utilities & 
Transport 12 40 8 7 83 
Wholesale & 
Retail 13 6 75 34 
Finance 4 — 89 72 


15 

7 
Miscellaneous 8 — 20 80 25 
Totals 131 10 28 61 33 





NOTES— 

Col. 1—Divisional, subsidiary and plant mana- 

gers have FULL responsibility and 

authority for their operations, except for 
broad overall policy, control and ap- 
praisal of results. 

Col. 2—Divisional, subsidiary and plant mana- 
gers have CONSIDERABLE responsi- 
bility and authority for their operations. 
subject to continuous review and ap 
proval by centralised management. 
Divisional, subsidiary and ; ‘ant mana 
gers carry out operational plans end/or 
budgets DEVELOPED IN DETAIL BY 
CENTRALISED MANAGEMEN?7, 
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TABLE III: Extent to which Control Reports Follow Lines of Authority and Responsibility 





Type of Industry Replies 


A USS. A. 
% 
Manufacturing 89 28 
Public Utilities & 

Transport 12 25 
Wholesale & Retail 15 7 
Finance 7 14 
Miscellaneous 8 50 


Totals 26 


No. of Fully 


U.S. A US. A. U.S. 
% c; e% 
1 


Substantially Partially Not af all 


% 


59 48 36 


60 42 
38 66 
20 43 
50 37 





therefore, be deduced that in Australian 
companies, top management is spending 
too much time doing the work of 
subordinates. On the other hand, there 
may have been a more pronounced trend 
in the American zone since World War 
II towards geographical decentralisation 
and wider dispersion of industry, and 
this could also contribute to managerial 
decentralisation, with consequent dele- 
gation of authority. 


Another interesting feature is that 
with 37% of Australian respondents, 
divisional, subsidiary or plant managers 
are charged only with those costs for 
which they are directly responsible; 
conversely, 63% are charged with costs 
for which they are not responsible, and 
in approximately three-quarters of these 
latter cases, controllable and  non- 
controllable costs are identified and 
shown separately in routine control 
reports. These figures indicate that in 
Australia some progress has been made 
in the classification of expenses in terms 
of responsibility and that some attempt 
is being made to apply the concept of 
“responsibility accounting”. Identifi- 
cation and segregation of these costs are 


TABLE IV: 


desirable, since it would be unreasonable 
to expect a supervisor or foreman to 
feel personally responsible for variations 
in expenses over which he has no control. 


From Table III it would appear 
that in American companies _ the 
importance of spelling out organisational 
responsibility is generally recognised 
and practised, but that, in Australia, 
control reports follow lines of auth- 
ority and responsibility to a lesser 
degree. This result is consistent with 
that indicated in Table II. If the degree 
of delegation of authority is less complete 
in the Australian sample, it is to be 
expected that fewer control reports would 
be prepared here on that basis. The 
results indicated in Table III (like those 
in Table II) apply not only in total but 
also in the case of each individual group 
of companies. Table IV _ reveals a 
satisfactory result in the manufacturing, 
public-utilities and transport groups. 
This table sets out the percentage of 
companies establishing definite budget 
objectives. The overall figure is not 
quite as good for the Australian sample, 
largely because of the poorer results in 
the wholesale and retail, finance and 


Percentage of Companies Establishing Definite Budget Objectives 





No. of 
Replies 


Type of Industry 


Manufacturing 


Public Utilities & 
Transport 


Wholesale & 
Finance 
Miscellaneous 


Retail 


Totals 


Expenses 


Capital 
Expenditure Cash 


Production 
US. U.S. 

% % 

86 


95 
100 
33 
67 


86 
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TABLE V: Percentage of Companies Developing Long-Range Forecasts or Plans 





No. of 
Replies 


~ a A O82 A 


€ 


Sales Capital Cash Profit 


Type of Industry Expenditure 


Yi 


r 
¢ € 


YY 


Manufacturing 61 19 60 
Public Utilities & 


Transport 87 25 


Wholesale & Retail 
Finance 
Miscellaneous 


Totals 


90 
81 
40 
67 
64 





miscellaneous groups. Nevertheless, a 
reasonable percentage of respondents 
reported the establishment of budget 
objectives for sales, expenses, production, 
capital expenditure and cash. 


The above results, however, appear 
less satisfactory when the percentage of 
companies developing long-range fore- 
casts or plans'* (as shown in Table V) 
is considered. Only 11% of the Aus- 
tralian, as against 63% of the American 
companies, developed long-range sales 
plans, and long-range plans for capital 
expenditure, cash and profits were also 
prepared to a far lesser extent in Aust- 
ralia than in the United States and 
Canada. The authors of the American 
survey considered that the percentage of 
companies developing long-range plans 
was not particularly satisfactory, but the 
position in Australia is worse. In the 
interests of the business it is desirable 
that top management should be planning 
five, ten, or even more years ahead. In 
the United States, short-term budgets 
are integrated with corresponding long- 
range plans, at least in a reasonable 
number of cases. But in the Australian 
group this most desirable feature appears 
to be almost entirely absent. Thus, 
whilst Table IV shows that almost as 
many Australian as American companies 
prepare short-term budgets, Table V 
discloses that comparatively few of the 
former use long-range planning. This 
could indicate (if the sample selected is 
in fact better-than-average) that the 





12. Long-range plans are those covering a 
period more than twelve months ahead. 
The most favoured period in both Australia 
and America for long-range plans appears 
to be five years. 
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Australian companies tend to live from 
day-to-day, and fail to plan really far 
enough ahead. Another rather dis- 
quieting, but nevertheless significant, 
finding is that, although individual 
budgets appeared to be widely used in 
the Australian companies, only 62% of 
those using budgets appeared to have a 
fully integrated system of budgetary 
control, as against 89% in the American 
group. 


The two surveys also revealed that 
comparatively less use of flexible budgets 
is made by Australian companies. In 
the Australian group, 42% used fixed 
budgets, 43% flexible budgets, and only 
6% used both types. 


A valuable part of budgetary 
procedure is the opportunity it presents 
of periodically reviewing and, if neces- 
sary, re-stating basic entrepreneurial 
policies. A properly designed budgetary 
system should correlate effort in planning, 
co-ordinating and controlling activities, 
but it would seem that there is a 
tendency to overlook the planning and 
co-ordinating aspects of budgeting and 
concentrate unduly on the control aspect. 
It has already been seen'*, for example, 
that there appears to be a greater 
reluctance by the Australian group to 
delegate to lower level supervisors respon- 
sibility for developing and revising plans. 
But staff will accept responsibility more 
willingly if they participate in the 
formulation of plans for the implemen- 
tation of which they are to be held 
responsible. The budgetary system, 
properly envisaged and wisely applied, 





13. Table II. 





can contribute greatly towards the 
improvement of staff morale. No 
management control device reveals organ- 
isational weaknesses so quickly as a 
complete budgetary system, or offers so 
many avenues for checking and attaining 
enterprise objectives. 


The uses made of the budget manual 
are shown in Table VI. This sets out 
the budgetary programme and is to be 
distinguished from the accounting manual 
which usually outlines the accounting 
system and provides a classification of 
ledger accounts. Only 25% of the 
Australian respondents reported the use 
of a budget manual as against 49% of 
American companies. The two surveys 
also showed that only 27% of Australian, 
as against 34% of American, companies 
have a budget committee. The authors 
of the American report were of the 
opinion, however, that the American 
figure would probably be higher as 
executive, finance, planning, operating 
and other committees frequently per- 
formed the same functions in that 
country as a budget committee did where 
it existed separately. It is also signifi- 
cant that only 25% of the Australian 
companies reported the existence of an 
accounting manual in complete form. 


In 53% of cases the manual existed 
in partial form, and only 49% of 
respondents stated that the manual, 
whether in either form, contained a 
chart of accounts. In two-thirds of the 
latter cases it was claimed that the chart 


TABLE VII: 


Percentage of Companies Using 


TABLE VI 


Percentage of Companies Using a Budget 
Manual 





Do not have 
a Budget 
Manuva! 


Havea 
Budget 
Manual 


No. of 
Replies 
A. U.S. A. U.S. A. US. 
% % % % 
Manufacturing 28 47 72 53 


Public Utilities 
& Transport 42 59 58 4) 


Wholesale & 
Retail 79 27 
Finance 92 50 


Miscellaneous 100 =—s:100 


Totals 75 51 


Type of Industry 








followed lines of organised responsibility 
and authority. 


From Table VII it would seem that 
in Australia there is more emphasis on 
comparisons of actual expense with 
standards based on historical costs — 
73% against 62% in America. Whilst 
this method may reflect increasing or 
declining progress in relation to a 
particular item, it does not provide any 
indication as to whether the trend should 
have been greater or less. This could 
be because external influences, e.g. the 
impact of inflation and diminishing 
purchasing power, have been ignored. 
For this reason predetermined standards, 
such as budgets and standard costs, are 
to be preferred for comparative purposes. 


It is interesting to note that in the 
manufacturing groups, standard costs are 
used by approximately two-thirds of the 
respondents in both Australia and 
America. Material and labour standards, 


Various Standards to Measure Actual Costs 





____ STANDARD USED 





No of Historical 


Type of Industry Replies pot 
osts 


Labour 
Standards 


Adminis 
trative 
Expense 
Budgets 


Direct or Selling 
Marginal Fxpense 
Costs Budgets 


Material Standard 
Standards Costs 





A. US. A. US. 
% % 


104 316 64 57 


A. 
% 
57 


Manufacturing 
Public Utilities & 

Transport 83 
Wholesale & Retail 16 81 
Finance 10 
Miscellaneous 


Totals 


— «= ae: Oe 
% % F% FT % 


76 88 76 88 


70 80 
88 
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TABLE VIII: 


Percentage of Companies Showing Frequency of Reports Comparing Actual 


With Standard Performance 





TYPE OF REPORT 





Profit 


Daily 
Weekly 
Monthly 
Quarterly 


Total Replies 


General and 
Cash Administrative 
Expense 


Factory 
Overhead 


Distribution 


U.S. ° 5. A. US 
Te y % % 
3 2 

10 13 

83 82 

4 3 


98° 3 19 





however, appear to be used to a lesser 
extent in Australia, and the same applies 
to selling and administrative expense 
budgets. Overall, it would appear that 
the uses made of budgets and other 
staridards by the Australian companies 
are reasonable by comparison with the 
American group, though not as extensive. 
Direct costing is used by only 14% of 
the responding Australian, as against 
36% of American, companies. In 
respect of the original questionnaire 
circulated by the author in Australia, 
80 of the 157 companies reported using 


“direct costing”, but a follow-up enquiry 
and a supplementary questionnaire re- 


duced this figure to 22 (14%). Many 
respondents seemed to have confused the 
concept of direct costing with direct 
material, labour and expense as applied 
to jobs, processes and products. 


Table VIII shows the frequency with 
which control reports, comparing actual 
and standard performance, are prepared. 
In the United States and Canada, most 
companies in the sample used monthly 
reports. In Australia, however, tighter 
financial control is apparently necessary 
since weekly and daily reports are more 
common, particularly as regards cash 
and sales. 


Table IX shows that the budget is 
the most widely used control tool for 
overall performance both in Australia 
(89%), and in America (95%). The 
Return on Capital Employed device is 
used in 59% of cases in each country, 
but only 39% of Australian respondents 
applied it to product lines, and only 
23% to divisions of their organisation. 
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Break-even analysis is used only slightly 
less in Australia than in America. 
Though this device has certain limitations 
it can be most useful in making manage- 
ment aware of the factors influencing 
profit and thus could be used to a 
greater extent. Cash forecasts are used 
in more cases in the Australian companies 
(84%) than in the American (75%). 
This applies also to each individual 
group in the sample. By and large, a 
fairly extensive use of the various 
techniques for overall control appears to 
be made, although in this regard also, 
Australia seems to fall slightly behind the 
United States and Canada. 


It is now possible to draw together the 
threads of these two surveys. The points 
at issue, are the uses made of the 
management accounting techniques of 
budgets for planning and _ control 
purposes and other standards for 
evaluating performance. In 1950 it was 
generally accepted that these were used 
to a considerably lesser extent here and 
in the United Kingdom than in America. 
Without wishing to generalise too 
widely, (on the basis of the selective 
samples used) it would appear never- 
theless that, in the better-than-average 
companies compared, Australia makes 
perhaps a lesser use of the main 
techniques than do the United States 
and Canada. Whether this conclusion 
applies to Australian industry generally 
is, of course, not proved. The two 
surveys seem to support the belief that 
through the joint efforts of professional 
management and accounting associations 
over the last ten years particularly, 


25 





the knowledge and use of manage- 
ment accounting techniques have been 
increased. 


The Development of Industry and 
Commerce 


The past fifty years have been a 
period of unparalleled industrial growth 
and prosperity. During this time the 
living standards of millions of the world’s 
peoples have been raised; electricity, 
radio, automobiles, domestic labour 
saving appliances and televisicn have 
become commonplace, and the leading 
industrial nations are competing for 
economic supremacy. This is a period of 
accelerated change, with science and 
technology the dominant factors. Deve- 
lopments in electronics and automation 
and the peaceful uses of atomic energy 
are innovations which will revolutionise 
our way of life. Because of these 
developments business enterprises will 
face problems of a type and complexity 
never experienced before. 


The constantly changing needs of 
business must necessarily affect manage- 
ment philosophy, and, at the same time, 
the nature of accounting service. 


“The critical fact about accounting today 
is that its environment has changed more 
in the last 25 years than it had in the 
preceding 75 years—and it changed more 
in those 75 years than in the previous ten 
centuries . . . Accounting must be prepared 
to adjust itself with far greater rapidity.”” 





5. Geo. O. May, “A Talk With Geo. O. May” 
in The Journal of Accountancy, June, 1955, 
p 45. 


There is a need for accountants in 
Australia to be alive to the changes now 
occurring and to the opportunities being 
offered to serve management better than 
they have done in the past. If accountants 
do not seize these opportunities, 
economists, statisticians, mathematicians 
and engineers will. The inertia that 
exists in the minds of most people, and 
the tendency to resist change, are 
the obstacles to be overcome. The 
accountant’s conservatism, his search for 
stability, his emphasis on uniformity and 
consistency, help to explain why he is 
perhaps less management-orientated 
than he should be. He should not 
become complacent because the “better- 
than-average” Australian companies 
appear to be making a reasonable use 
of management accounting methods, 
budgets, standards and other control 
devices. Other developments such as 
the intreduction of the technologist into 
top management, and the increasing 
degree of specialisation in managerial 
training and methods within the last ten 
years, demonstrate further the widening 
horizons that are opening before the 
accountant who thinks in management 
terms. 


The Accountant’s Developing Role 


In this section of the paper, reference 
will be made to some problems and 
techniques now receiving considerable 
attention by well-informed management. 
In the introduction and successful oper- 


TABLE IX: Percentage of Companies Using Various Techniques for Overall Control of 
Performance 





No. of 


Type of Industry Replies 


Budgets 





Ye * 


Manufacturing 315 92 


Public Utilities & 
Transport 40 100 


Wholesale & Retail 16 80 
Finance 10 43 
Miscellaneous 6 87 


Totals 89 


___TECHNIQUE USED 
Return on 
Capital 
Employed 
i os ' S. £5 i. 
Cy o 


o % 


Break-even 


Analysis Cash Forecasts 


° 


62 85 


50 83 
67 87 
29 57 
50 87 


59 84 
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NEW CLASSES FOR 1960 


Special Evening Classes for beginners planning to sit for the accountancy examinations 
in October, 1960, will commence on 25th January, 1960. These classes will meet one 
night each week until the end of May, then two nights a week until the examinations 
in October, 1960, preparing students for Stage 1 Accounts and Auditing. 


AUSTRALASIAN INSTITUTE OF COST ACCOUNTANTS 


Classes preparing students for the May, 1960 examinations in Papers 1 and 2 will 
commence on Wednesday, January 20th, 1960. Classes for papers 3, 4 and 5 will 
commence in June, 1960, for the October, 1960 examinations. 


INSTITUTE OF SALES MANAGEMENT 


On January 15th, 1960 a new class will commence preparing students for the 
examination to be conducted in May, 1960 in the subject of PRINCIPLES AND PRAC- 
TICE OF SALESMANSHIP (Intermediate). On the 13th January, 1960 classes will 
begin for the final subjects of ECONOMICS AND ECONOMIC GEOGRAPHY, and 
SALES ORGANISATION AND CONTROL. Special classes will commence in June 
for the November, 1960 examinations in every subject. 


CHARTERED INSTITUTE OF SECRETARIES and AMALGAMATED INSTITUTE 
OF SECRETARIES 


Classes in Secretarial Practice commence on 21st January, 1960 for the June examina- 
tions, and on the 19th January, 1960 for the June, 1960 examinations in ECONOMICS. 


Correspondence Instruction for those who prefer to prepare for their accountancy 
examinations by studying in the quiet comfort and convenience of their own homes 
may enrol at any time for the A. E. Speck Accountancy Correspondence Course 
which gives an up-to-date authoritative exposition of the subjects prescribed by the 
examining bodies. 


MODEL ANSWERS 
Answers to the following examination papers set by the Australian Society of Account- 
ants, including October, 1959, are available at the price indicated: 


Stage 1 Accounts and Auditing. 
Commercial Law A and B 
Company Law and Accounts. 
Advanced Accounts—Part A. 
Advanced Accounts—Part B. 
Auditing and Business Investigations. 
Monetary Theory and Practice. 
Price 5/- a set. post free. 
Commonwealth Income Tax Law and Practice. 
Price 4/- a set, post free. 


NDALRWN— 


ge 


Model Answers are published to the examinations held by the Australasian Institute ot 
Cost Accountants in May, 1957, October, 1957, May, 1958, October, 1958, May, 1959 


and October, 1959. 
Price 10/- for each set, post free. 


Add exchange where necessary. 


Further information relating to our educational service gladly given free and without 
obligation. 


A. E. SPECK Commercial College 


138 FLINDERS STREET, MELBOURNE, C.1 MF 4648 
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The super-automatic calculator that prints 
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Olivetti Tetractys 





This machine calculates: it adds, sub- 
tracts, multiplies, divides, and gives the 
credit balance. This machine remembers: 
it has a memory device that makes it 
possible to re-enter results automatically. 
This machine is equipped with two reg- 
isters: it can transfer results from one 
register to the other, and from either reg- 
ister to the memory device and from the 
memory device to either register. 

This machine prints: it prints all the 
factors and results at high speed and 
identifies every operation and its results 
with easily recognizable symbols. 

For banks, industry and business this 
machine offers versatility and all-around 
performance. A single Tetractys does the 
work of several machines, in less time. 


olivetti 


Olivetti Australia Pty. Ltd. 

Macdonell House, 321 Pitt Street - Sydney 
Norwich House, 53-57 Queen Street - Melbourne 
Agents and authorised distributors 

in all capital cities throughout the country. Ove2 
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ation of many of these, management can 
be materially assisted by the accountant. 


First of all, there is the problem of 
accounting for inflation. Since 1939, 
the Western Economies have experienced 
sustained inflation, and there are no 
indications that this has ended. Since 
1945 inflation in Australia has received 
further impetus from continuing post- 
war industrial development, an increasing 
rate of capital investment, large scale 
immigration and the adoption of the 
economic objective of full employment. 
Though the value of the Australian pound 
has declined by approximately two- 
thirds since 1939, this decline in 
purchasing power has_ been largely 
ignored by accountants in preparing 
financial statements for owners and 
management. Whilst the decline in a 
particular year may be relatively small, 
the cumulative effect over a period (e.g. 
1939-59) is most significant, and there- 
fore should not be ignored. 

The Australian survey disclosed that 


five companies (3% of respondents) 
reflected changes in the value of the 


pound in their accounting records, and 
that only thirteen (8%) drew attention 


in supplementary statements 
or reports accompanying the annual 
accounts. Economists and accountants 
are giving much thought to this problem 
and it is considered by some, especially 
in America, that whether or not the 
accounting records are adjusted, infor- 
mation relating to the effects of inflation 
should be presented in the form of 
separate reports (current value state- 
ments) with the annual published 
accounts. Inflation is so significant that 
attempts should be made to measure its 
effects on company earnings and 
proprietors’ equities. Practically every 
kind of management decision requires 
that the inflationary factor should be 
considered, and it may well be that many 
of these decisions are now being taken 
on mere “hunches”. Changes in the 
price level are problems, not of the 
future, but of the present, and the 
accountant is the logical person to 
measure these changes. 


to them 
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Another technique which is receiving 
considerable attention today is return on 
capital employed, which is used to 
appraise the efficiency of the perform- 
ance of a company either as a whole 
or as relating to a particular segment 
of it. This control device does not look 
at profits as an absolute but as a return 
on capital employed in the business. It 
has already been seen’® that by coinci- 
dence 59% of companies in both 
the Australian and American surveys 
reported the use of this device for overall 
control. No break-down of this percent- 
age was available from the American 
survey, but only 39% of the Australian 
companies extended the technique to 
product lines, and only 23% to depart- 
ments or other divisions of the business. 
There is thus some doubt as to the 
extent to which return on _ capital 
employed is being effectively applied in 
Australia. 


It would seem that management here 
is concerned, not so much with maxi- 
mising rate of return on investment, as 
with maximising profits. Return on 
capital employed can clearly demon- 
Strate to management how one depart- 
ment or segment of a bysiness with a 
high capital turnover (Sales divided by 
Investment) but a low earnings percent- 
age to sales, may be more profitable, 
in terms of return on investment, than 
ancther which has a low capital turn- 
over but a high earnings percentage. 
At the same time, it is admitted that 
whilst it is relatively easy to appraise 
the overall return on investment, it is 
more difficult to evaluate the rate of 
return on individual segments of a 
business. This may explain’ why 
accountants in Australia have apparently 
tended to ignore the application of this 
control technique to divisions or product 
lines. On the other hand, return on 
capital employed has been successfully 
used by the American Du Pont Company 
since 1919, and is being used increas- 
ingly by progressive companies in the 
United States and Canada. It is a 
most useful means of appraising the 
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merits of proposed capital 
expenditure programmes, and for 
enabling investment to be channelled 
into those areas which will yield the 
highest returns. For these reasons, it 
provides the accountant with a further 
opportunity to give management con- 
structive service. 


relative 


Then there are the many problems 
which will be associated with the gradual 
intreduction of automation. Investment 
in costly equipment will tend to raise 
and emphasise fixed costs, whilst labour 
and variable expenses will tend to show 
a relative decline. There will be a shift 
of emphasis from labour to capital, and 
industry will have to risk greater capital 
investment and greater initial (and 
potential) —_ losses. The break-even 
peint will tend to be pushed further 
ahead; in other words it will take 
longer than at present to recoup invest- 
ment, though after the break-even point 
has been reached, profits should accrue 
at a greater rate. Because of this need 
for greater capital investment, auto- 
mation should also encourage the further 
horizontal conmbination and amalga- 
mation of industry. It will thus 
undoubtedly affect orthcdox cost 
analysis and rate of return estimates, 
whilst other problems, such as capital 
wastage, capital deterioration and obso- 
lescence are inevitable. The imaginative 
and well-informed accountant will anti- 
cipate these changes and recognise in 
them the need for further refinement of 
currently accepted concepts. 


A development closely related to 
the field of accounting is operations 
research — the application of scientific 
method to business problems. 


The accountant should be concerned 
with operations research because manage- 
ment must think in terms of the figures 
he supplies. As the accountant becomes 
aware of operations research reguire- 
ments, he can commence to generate in 
the present, the kind of data which may 
be required by management in_ the 


28 


future. The provision of this is a task 
requiring the co-operation of both the 
research and the accounting staffs. By 
taking an intelligent interest in an 
operations research programme, _ the 
accountant can materially assist in 
speeding up the scientific study of many 
areas of management decisicn-making. 


Statistical methods are being applied 
not only in operations research and 
linear programming, but also in fields 
such as audit sampling and _ test 
checking, inventory taking and _ the 
analysis of production costs. In large 
enterprises, these statistical techniques 
should be applied primarily by profes- 
sional statisticians, but the accountant 
should, nevertheless, familiarise himself 
with the techniques, so that he may 
co-operate. Except for conventional 
accounting ratios, the Australian survey 
showed that very little use was being 
made of statistical methods to aid 
financial control. There are, of course. 
obvious limitations to ratio analysis, and 
conclusions based on absolute ratios 
should be drawn with due caution and 
reserve. 


A concept still regarded as new, but 
introduced into accounting literature as 


long ago as 1936, is that of direct 
costing. It has been seen’ that this 
method is used by only 14% of the 
Australian, as against 36% of the 
American, companies. More discon- 
certing, however, was the fact that 
many of the Australian respondents 
appeared to misunderstand the meaning 
of the term “direct costing”. This is 
a system which concentrates attention on 
those costs which are variable (product 
costs) as distinct from those which in 
the short run are fixed (period costs). 
Direct costing offers one of the best 
means by which the accountant can 
demonstrate to management that it 
sometimes adds more to overall profit 
to produce one particular product at a 
loss than not to produce it at all. The 
application of direct costing is also 





17. Table VII. 


The Australian Accountant, January, 1960. 





useful in certain pricing and _ other 
management situations. There is, how- 
ever, some difference of opinion among 
accountants themselves as to the merits 
and advantages of direct costing. If it 
can be seen as a method of cost analysis 
which is particularly appropriate for 
management purposes under certain 
conditions, many of these differences 
can be reconciled, and direct costing can 
become a valuable management tool. 


Somewhat related to direct costing is 
the concept of responsibility accounting. 
Direct costing involving as it does the 
segregation of costs, immediately raises 
the question of responsibility. Respon- 
sibility accounting is a system which 
attempts to provide for control of costs 
by relating expenditures directly to the 
persons responsible for the control of 
these expenditures. Its application is 
dependent on an organisational structure 
in which authority and responsibility are 
clearly defined, and by which expen- 
ditures are arranged accordingly. It can 
be applied throughout the whole 


organisation from the top to the lowest 


levels of management, and it makes 
possible the operation of a budgetary 
control system in more efficient form. 
Conventional accounting methods can 
provide other information required, for 
example, product costs and inventory 
prices, but responsibility accounting not 
only gives the same information, but 
also summarises costs on the basis of 
responsibility. An important feature of 
responsibility accounting is that those to 
be held responsible for results should be 
consulted in the initial stages of planning 
or budget preparation. Although the 
target eventually set may differ some- 
what from that originally submitted 
by the departmental or sectional head, 
responsible personnel should be given 
the opportunity cf stating views and 
hearing any contrary opinions. Their 
co-operation would thus be secured in 
greater measure since they would feel 
they were part of the management team. 
Ideally, responsibility accounting should 
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be integrated with systems of responsi- 
bility budgeting and reporting. 


should familiarise 
himself with methods and production 
engineering and work simplification, 
since his knowledge of these matters 
may be useful in relations with manage- 
ment personnel. 


The accountant 


Quite a deal has been written about 
electronic accounting machines and 
electronic data processing. Their gradual 
adoption by industry in the coming 
years will exert a great influence on 
accounting procedures. The design of 
programmes for use in electronic data 
processing, presents another problem 
which must affect the accountant, and 
for this reason he cannot afford to be 
unaware of the applications of E.D.P. 


Finally, there are other developments 
tending to increase the accountant’s 
opportunities of assisting management. 
The trend towards decentralisation of 
control, and, from the social viewpoint. 
moves such as the establishment within 
British trade unions of accounting 
advisory services, are other trends with 
potentialities. It should be clear from 
the instances given that many challenges 
face the thoughtful accountant. He has 
to decide whether existing methods, 
concepts and standards are now adequate 
— in short, whether accounting is 
face the thoughtful accountant. 


Conclusions 


Definite conclusions emerging from the 
above analysis include:— 


(1) Accountants are becoming = an 
important part of the management 
team, but I am inclined to the view 
that their contribution is not adequate 
for the real needs of management. 
Their preoccupation, for example, 
with taxation requirements and annual 
historical statements may result in too 
much attention being given to steward- 
ship, to the detriment of the more im- 
portant function of assisting manage- 
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ment in planning, co-ordinating and 
controlling enterprise activities. If the 
accountant is to play the part expected 
of him, greater emphasis will have to 
be placed on the uses of accounting as 
an aid to management — especially 
in the new fields which are opening 
up. This means that the stewardship 
function, whilst still important, must 
be seen in its proper perspective. 


(2) The two surveys which have been 
reviewed in this paper would seem to 
indicate that in the period 1950-59 
there has been a gradual improvement 
in the use of established management- 
accounting methods, particularly as 
regards budgets and standards, in 
what we may term “the better-than- 
average” Australian companies. It 
would also appear that there is 
stil room for the extension of 
these techniques to the “average” 
and “poorer-than-average” companies. 
Comparison of the Australian and 
American surveys showed that, in 
general, the American companies 


make greater use of these techniques. 


(3) Whilst the Australian companies 
showed up comparatively well in 
regard to the use made of the short- 
term budget, they fall short of the 
American groups in the uses made of 
long-range planning and forecasting. 
Ideally, long-range plans should be 
prepared on a scientific basis and used 
as broad guides in compiling the 
annual budgets. It is also significant 
that while these Australian companies 
use individual short-term budgets 
(e.g. sales) widely, only 62% of 
them appear to have completely co- 
ordinated and integrated systems of 
budgetary control. 


(4) The Australian companies seem 
reluctant to delegate authority and 
responsibility to lower levels of 
management who are thus expected 
to implement plans and objectives 
determined by top or centralised 
management. A greater participation 


by the lower levels in planning 
operations would do much to solve the 
problems of human relations in 
industry. 


(5) The past fifty years have witnessed 
unparalleled development throughout 
the world with atomic power, auto- 
mation and other technological and 
scientific developments becoming 
available to industry and commerce. 
The accountant is undoubtedly going 
to be affected by these changes 
which will greatly influence existing 
accounting procedures. For example, 
there will be a shift of emphasis from 
direct labour (variable expense) to 
capital (fixed expense), and it could 
well be that the former will become 
less significant as a cost factor. As 
production becomes more automatic, 
material handling and maintenance 
will become the principal labour 
services in the factory. 


(6) Many new tools are becoming 
available to the accountant to meet 
the challenge that industrial develop- 
ment will bring. For this reason he 
must keep pace with technological 
advances and familiarise himself with 
the principles and applications of 
electronic data processing, operations 
research, statistical method, direct 
costing, and return on investment. 


The growth and survival, not only of 
industry, but also of the accounting 
profession, are keyed to an awareness of 
change and an efficient response to it. 
There is a pressing need for a further 
management re-orientation of the 
accounting function, and the accountant 
must be alive to this need. He has the 
opportunity of making a real contribution 
to modern society, but this opportunity 
will be grasped only by those accountants 
who can think in management terms, 
who are concerned more with the future 
than with the past, and who have the 
imagination and perception to recognise 
the inevitability of change and _ its 
consequent impact on accounting service. 
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The Significance of Hire Purchase 
to Australian Business 


The Arthur Capper Moore Memorial Lecture delivered by P. S. 


SHRAPNEL, B.Com., 


A.AS.A., 


Chief Economist, Economic 


Advisory Division, W. D. Scott & Co. Pty. Ltd., on 13 July at the 
Teachers’ Conference Hall, Brisbane. 


At the outset I would like to empha- 
£&% sise that we will not be spending 
much time tonight in discussing the social 
implications or ethics of hire purchase. 
Our main pre-occupaton is to study its 
economic implications, particularly those 
affecting the business community. 


It is important to mention this because 
public controversy about hire purchase 
usually confuses the issues and partici- 
pants often try to drag in economic 
justifications for judgments that have 
really been made on other grounds. For 
example, one of the criticisms often 
heard about hire purchase is that it 
enables the consumer to obtain imme- 
diate use of the goods before he has 
paid for them, and that it is wrong, or 
at least irresponsible, to pledge one’s 
future income in this way. 


Personally I cannot see anything 
wrong in principle with pledging one’s 
future income. Everyone who has 
borrowed to build a house has done it, 
and yet one hears no criticism of this. 
If there is no objection to pledging one’s 
future income to acquire house-room, and 
yet there is criticism about buying a car 
or a refrigerator on terms, then the real 
assumptions underlying such criticism 
are associated with the nature of the 
goods rather than the ethics of pledging 
income. 


The same confusion tends to arise 
about the risk of people committing 
themselves too heavily so that a down- 
turn in economic activity forces them to 
cut back on basic necessities in order to 
maintain repayments on hire purchase 
debt. It seems to me that this argument 
is also grossly over-rated. 
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N introducing his lecture Mr. Shrapnel 
said: “This analysis will be essentially 
verbal in nature, whereas I had hoped 

to be able to make some contribution to 
the quantitative analysis of the effect of 
hire purchase in Australia. Unfortunately, 
Mr. R. L. Griggs who was helping me 
with the statistical work died suddenly 
two weeks ago and I have not had the 
time to make full use of the work he had 
already done, or to develop it further 
myself. 

“Since this lecture is, itself, a memorial 
to the sterling work done for the account- 
ing profession by the late Arthur Capper 
Moore, I hope you will not consider it 
inappropriate if I place on record my 
belief that by the recent death of Mr. R. 
L. Griggs, the profession of economics has 
suffered a serious loss. Unlike Arthur 
Capper Moore, who was well-known in 
his profesion and who played a leading 
part in the Federal Institute of Account- 
ants for nearly 30 years, Mr. Griggs was 
aged only 29 and his great potential for 
public service was known only to those 
of us who had worked with him. I am 
sure that the man in whose memory this 
lecture is given would be the first to accept 
my apology for the fact that it lacks the 
thorough numerical analysis which I had 
planned owing to Mr. Griggs’ regrettable 
death”. 


* * 








In Australia our standard of living is 
high and there is a large and growing 
margin between actual incomes and the 
basic level of subsistence spending. This 
is one of the reasons why hire-purchase 
is thriving. People have uncommitted 
income which they are prepared to use 
to acquire durable assets. The fact that 
some irresponsible people will over- 
burden themselves with debt is not really 
a criticism of the system but a criticism 
of the persons concerned. 
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Few people realise that each year 
Australians spend over £400 million on 
tobacco and alcoholic liquors and this 
exceeds the total amount of hire- 
purchase debt outstanding. 


Most economists would not presume 
to tell the consumer the directions in 
which he should or should not spend his 
income (as long as he is maximising his 
satisfactions). Therefore, I suggest to 
you that most criticisms about individuals 
over-burdening themselves with debt are 
mainly using so-called economic argu- 
ments to justify judgments based on 
social attitudes. In other words I do 
not believe that the risk of a few people 
over-burdening themselves with debt -vill 
be an important factor in Australia 


This does not mean that the system of 
instalment selling is not capable of abuse, 
and it behoves the industry to watch for 
and prevent the isolated cases that would 
offend the social conscience of the 
public. But most economists in Aus- 
tralia are more concerned with the rate 
of growth of hire purchase, and the effect 
this is having upon the balance between 
consumption and investment, than they 
are with the burden of consumer debt. 


However, there is one aspect of instal- 
ment selling which I believe should be 
watched for both economic and social 


RATIO SCALE 


reasons, and that is what is called “no 
deposit” trading. Table 1 suggests that 
this practice is not frequent among the 
hire-purchase people themselves, but its 
continued existence amongst retailers in 
various forms is putting competitive 


pressure upon those who might otherwise 
such practices because of the 


shun 
risk. 
TABLE 1. 
NEW HIRE-PURCHASE AGREEMENTS 
MADE BY FINANCE BUSINESSES 
AVERAGE PROPORTION FINANCED 


Vehicles, Plant, Household 
etc. etc. 
% % 
1953/54 56 
1954/55 58 
1955/56 59 
1956/57 61 
1957/58 61 
7 months ended 
Jan., °59. 62 





Source: Commonwealth Statistician 


Table 1 needs to be interpreted with 
caution, because much depends on trade- 
in arrangements, etc., but it does tend to 
confirm the claims of the hire purchase 
companies that they invariably seek the 
highest deposit that the hirer can be 
encouraged to give. The table shows that 
on average deposits for vehicles are as 
high as 38%, for plant 36%, and for 
household goods 18%. 
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Retailers on the other hand are not so 
concerned about the occasional extra bad 
debt that “no deposit” trading invites. 
They are usually more interested in 
making a sale than in making a second 
profit from acting also as a financier, 
and as long as the amount is not large 
they are prepared to rely upon their 
normal credit procedures and the per- 
sonal integrity of the purchaser. This 
is fine if the practice does not spread but 
it does represent an extreme in the social 
sense of encouraging irresponsible people 
to become over-committed, and it also 
has economic implications because it 
leaves no room for manoeuvre if business 
conditions worsen and it is economically 
desirable to stimulate demand. 


Rate of Growth of Hire-Purchase. 


One of the most interesting features 
of hire-purchase in Australia is the extra- 
ordinary rate of growth that has been 
sustained since the end of World War 
II. It also raises obvious questions in 
the minds of businessmen as to what 
rates of growth can be expected in the 
future. 


What I intend to do in discussing this 
question is to look first at the overall 
situation, which has been done often 
enough before, and then try to break 
the problem down by looking at the 
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composition of hire-purchase debt (by 
commodity groups) and its geographical 
distribution. 


Table 2 shows the tremendous rates 
of growth (from very low levels) from 
1945/46 until the end of the wool boom 
in 1950/51. Throughout this period 
the availability of finance was probably 


TABLE 2. 
RETAIL HIRE-PURCHASE OPERATIONS 
OF FINANCE BUSINESSES 


Balances (a) Annual Rate 
Outstanding of Growth 


£m. % 





End of 
Period 





1945/46 6.6 83.3 
1946/47 13.1 98.5 
1947/48 21.8 66.4 
1948/49 33.7 54.6 
1949/50 $2.1 54.6 
1950/51 69.7 33.8 
1951/52 78.3 12.3 
1952/53 88.8 13.4 
1953/54 132.4 49.1 
1954/55 182.7 38.0 
1955/56 212.5 16.3 
1956/57 236.0 11.1 
1957/58 296.5 25.7 
1958/59 350 Est. 18.0 Est. 


(a) End of period. Includes hiring charges 
and insurance. 


Source: To Shrapnel and Runcie 
Economic Monograph No. 180. Economic Society 
of Aust. & N.Z. (N.S.W. Branch) July 1955 
From 1952/53. Commonwealth Statistician. 
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the determining factor in the rate of 
growth. Public demand for hire purchase 
was growing apace, and because the 
finance companies started to raise funds 
direct from the public at about this time 
the growth continued through 1951/52 
and 1952/53 in spite of economic 
recession. 


There must be many a manufacturer 
who is extremely grateful for the contri- 
bution that hire purchase made in 
sustaining demand in 1952/53. Sales of 
motor vehicles fell off by about £55m. 
in that year, whereas hire purchase out- 
standings (mainly for motor vehicles) 
rose by £10.5m. There was a serious 
risk that the recession of 1952/53 could 
have turned into a typical economic 
depression (mainly because it hit employ- 
ment so quickly and business confidence 
was shaken) but the consumer saved the 
situation by maintaining his expenditure, 
and hire purchase played its part in 
helping him to do so. 


From 1953/54 to 1955/56 however 
hire purchase undoubtedly contributed 


its part to the inflationary pressures that 
were building up. Of course the 
industry’s public relations propaganda 
rightly points out that the Government 
should have acted long before it did (in 
March, 1956) to dampen down infla- 
tionary pressure. But the fact remains 
that the buoyant long-term growth of 
hire purchase was virtually beyond the 
control of the Federal Government and 
the States were loth to take action, so 
the system continued to support consumer 
demand at a time when the aggregate 
demands for consumption spending, 
private capital investment and Govern- 
ment spending were obviously exceeding 
the real resources available. 


However, in the past three years of 
competitive trading, since 1956/57, the 
business man in general and the motor 
vehicle industry in particular should 
again be very grateful to hire purchase 
for sustaining consumer demand. In 
fact, I would go a step further and say 
that the Federal Government should be 
grateful, because I believe that in its 
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1958/59 Budget the Government mis- 
judged the degree of stimulation needed 
by the economy and I believe that current 
levels of business activity (even with the 
marginal support of hire purchase) are 
below the Government’s expectations. 


But please do not get these remarks 
out of perspective. The expansion of 
hire purchase in 1958 was mainly 
associated with motor vehicles and tele- 
vision, as we shall see later, and its 
contribution towards keeping unemploy- 
ment from rising would be limited. 
However, we can still be thankful for 
small mercies. 


Looking now to the future, we must 
allow for a number of important factors. 
The first is that because of its past unin- 
hibited growth, hire purchase will tend 
to settle down to slower growth rates in 
the future. Increasing public acceptance 
is by no means finished (and it presents 
few dangers to the economy because 
saturation in this sense will be approached 
slowly) but we must remember that the 
process of converting consumers to 
pledging their future income is a one-way 
phenomenon. Once we have reached 
the stage where all potential users of hire 
purchase have been converted to its use, 
the rate of growth will settle down to a 
long-term level consistent with the growth 
in money incomes. 


I believe that much of this process 
has already happened and that the future 
expansion of hire purchase will be much 
more closely related to the demand for 
new products (TV) or new models (cars) 
than it has been in the past. However, 
there are two other factors which lead 
me to believe that there is still plenty of 
life left in hire purchase, at least for the 
next ten years. 


The first of these is the entry of banks 
into the hire purchase field. This not 
only makes hire purchase facilities more 
readily available through the thousands 
of bank branches throughout the country, 
it also adds substance and “respecta- 
bility” to the use of hire purchase and 
lifts the “saturation point” of people who 
would be potential users. 
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The second factor is that the age 
distribution of the Australian population 
is such that unprecedented numbers of 
young people will be entering the 
marriageable ages in the late 1960s. 
They have never known anything but 
prosperity and would have few, if any, 
prejudices against pledging future income, 
because they have lived in an era of 
rising incomes. Many of these young 
people are already steady users of hire 
purchase for sporting equipment, port- 
able radios, etc., and they will soon be 
making their mark on the market for 
second-hand cars. When they start the 
process of household formation they are 
likely to be heavy users of hire purchase 
for furniture and all the domestic 
appliances that go with modern living. 
More than this, hire purchase debt is 
essentially short-term (the average repay- 
ment period is of the order of two years) 
and these young people are likely to 
continue building up “family capital” 
over a period of years by purchasing new 
items as the instalments are paid off 
existing agreements. 


I had hoped to quantify some of these 
impressions with the help of my 
colleague, but all I can do at the 
moment is suggest to you in broad terms 
that with the help of the trading banks 
the growth element arising from greater 
public acceptance of hire purchase will 
continue for long enough to enable the 
young people to get busy, and my 
opinion is that hire purchase will continue 
to grow at rates from 10% to 20% per 
annum for the next fifteen years unless 


interrupted by economic recession or 
official controls. 


The Pattern of Growth. 


In discussing the pattern of growth we 
will be considering the value of the goods 
sold under hire purchase rather than the 
amount of debt outstanding. This is 
partly dictated by the form of available 
statistics but it is also theoretically sound 
if we wish to compare hire purchase 
with total retail sales. 


I shall not burden you with a host 
of statistics but the main trends can be 
observed by studying various charts that 
we have prepared for the purpose. The 
curves are simple moving annual totals 
(to remove most of the seasonal pattern) 
and they are plotted on ratio scales (to 
compare rates of growth). 


Chart 1 (see page 32) clearly demon- 
strates that the overall pattern of growth 
of hire purchase in money terms is deter- 
mined by what happens to motor vehicles. 


Table 3 shows that in the year ended 
March, 1959, the number of transactions 
involving household and personal goods 
was about 850,000, more than double 
the 388,000 involving vehicles, but the 
value of vehicles sold was £281 million 
compared with only £86 million for 
household goods. The average value per 
agreement was £723 for cars but £101 
for household goods. (In Chart 1 note 
how television has pushed up the curve 
for household goods. In 1957/58 the 
number of transactions rose by 19% 


TABLE 3. 
NEW HIRE PURCHASE AGREEMENTS MADE BY FINANCE BUSINESSES 


Motor Vehicles, etc. 


Number of Average Total 
Agreements Value Value 
0 £ £m. 


1954/55 278 689 191 15 
1955/56 305 697 213 19 
1956/57 317 710 225 23 
1957/58 357 720 257 23 
Year ended 
March, ’59. 388 723 281 29 


Source: Commonwealth Statistician 
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Plant, etc. 


Number of Average Total 
Agreements Value Valu 
000 


Household Goods 


Number of Average Total 
Agreements Value Value 
£m. 000 £ 


605 9 647 76 
626 12 687 76 
640 15 690 77 
682 16 824 102 





699 21 850 101 





and the average value rose by 32% 
giving a rise in total household goods 
sold of £31 million or 57%.) 


Motor Vehicles. 


Motor vehicles at present account for 
72.5% of the total value of goods sold 
through the finance companies. I have 
already mentioned the support to the 
economy given by hire purchase in 1956/ 
57 when new motor vehicle registrations 
fell by about 10% whereas the value of 
new and used vehicles sold by hire pur- 
chase rose by about 6%. The only 
State to show a decline in 1956/57 was 
Western Australia. 


Another interesting feature is that HP 
sales of vehicles in 1952/53 fell off more 
severely in Victoria than N.S.W. but 
Victoria has since been catching up. 
Queensland is roughly maintaining its 
share of the Australian total but in the 
past year South Australia and Tasmania 
have not been growing as fast as the 
other States. 


The recent levelling off in motor vehicle 
sales is the main reason for the levelling 
off in total hire purchase. Up to the end 
of 1958 the registration of vehicles in 
the metropolitan areas expanded rapidly 
(with the help of hire purchase) and this 
more than offset the decline in rural 
registrations associated with lower rural 
incomes during 1957/58. In the last 
six months, however, there has been a 
marked levelling off in all motor vehicle 
registrations. I believe that this is just 
a temporary pause to digest the 11% 
rise that occurred in 1958, but it will 
mean highly competitive conditions in 
1959/60 and the rate of rise of total 
hire purchase will be moderate. In 
addition, since motor vehicles account for 
the bulk of hire purchase finance, the 
industry will not be raising as much new 
money from the public this year. 


In the longer term, I believe that the 
scrapping of over-age vehicles will accele- 
rate, and that the demand for hire 
purchase to finance vehicle sales will 
tend to rise by at least 10% per annum. 
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Household Goods. 


Charts | and 2 both show the trem- 
endous impact that television has had in 
this category. The total value of house- 
hold goods sold under hire purchase rose 
by £31 million in 1957/58 (see Chart 
1) and £27 million of this rise was in 
N.S.W. and Victoria (see the effect on 
Total HP in Chart 2). From television 
licence statistics and the change in the 
number of hire purchase agreements in 
these States, it appears that roughly 
50% of these television sets were financed 
by hire purchase. This at least demon- 
strates that hire purchase is no longer 
limited by finance or held back severely 
by prejudice. If technological change 
produces a new model of a durable con- 
sumer good or a new product that has 
strong public appeal, it will cause a wave 
of hire purchase activity. 
interested in 
seems 


For those who are 
the position in Brisbane, it 


likely that the value of household and 
personal goods sold through the finance 
companies will be boosted by TV from 


its present level of £10m. per annum 
to about £20m. per annum by the end 
of 1960. 


These waves of activity have impli- 
cations for the manufacturer. The 
ready acceptance of television and the 
phenomenal rates of sale were stimulated 
by hire purchase, but the rate of growth 
was so rapid that many manufacturers 
over-expanded and were battling with 
high stocks by September, 1958. Pro- 
duction was therefore cut back severely 
with some temporary dislocation in 
employment. 


I am not blaming hire purchase for 
this. It happens all the time in a free 
enterprise economy. But I am urging 
manufacturers to be extra watchful 
because of the rapid rates of growth that 
hire purchase makes possible, even when 
the originating force is merely a model 
change. We must remember that the 
retailing or financing of durable consumer 
goods is much more flexible than the 
process of manufacturing them, and it 
behoves the manufacturer to develop his 
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forecasting activities and his follow up 
procedures so that sales/production co- 
ordination is in a high state of efficiency. 


Plant and Machinery. 


It is pleasing to see the steady rise in 
the financing of plant and machinery, 
which are producer goods. The magni- 
tudes are relatively small (plant etc. 
accounts for only about 6% of goods 
sold under HP) and one would have to 
investigate carefully to determine whether 
the recent rise shown in Chart 1 has 
general economic significance or is due 
to random causes. I imagine that the 


sharp rise in the December quarter of 
1958 was connected with a concurrent 
improvement in tractor sales. 


Overall Situation in Each State. 


Chart 2 shows the overall situation in 
each State. N.S.W. and Victoria have 
been growing fastest because the boom in 
cars and television coincided. Western 
Australia is recovering from its “depres- 
sion”, but Queensland and South Aus- 
tralia did very well during 1956/57 and 
have maintained fairly steady growth 
rates of about 1242% for Queensland 
and about 8% for S.A. The exception 
has been Tasmania which has averaged 
only about 4% per annum over the last 
three years. 


The Effect of Hire Purchase on the 
Economy as a Whole. 


I would like now to discuss some more 
general aspects of hire purchase. A 
great deal has been said about the 
economic dangers of hire purchase, and 
| added my quota of warnings during 
the period of rapid growth that we have 
experienced since the war. 


But I believe that the dangers associ- 
ated with this rapid rate of growth are 
now mostly behind us, and that the 
economy is most unlikely to be upset to 
any material extent by hire purchase 
activity. 
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I think the main economic criticism 
that has been levelled at hire purchase 
was not really due to the nature of the 
system but to the economic environment 
in which it grew so rapidly. 


Australia is trying to expand its popu- 
lation and business activity as fast as it 
can without inflation. To do this, we 
need to plough back a very high pro- 
pertion of our real resources into capital 
goods, otherwise we would have an in- 
adequate supply of houses, schools, 
hospitals, roads, water, electricity, etc., 
and we would hamstring our own 
progress. 


All these things are highly desirable, 
but if we are to achieve them we need to 
refrain from a high level of consumption 
or we will lack the physical resources 
needed to maintain long-term economic 
development. This is the reason for 
official concern about hire purchase, 
because it tends to encourage the use of 
more real resources in the manufacture 
of durable consumer goods. Official 
policy is to encourage migration and 
maintain a high rate of growth in capital 
expenditure, and the past phenomenal 
growth of hire purchase has been bidding 
resources away from these objectives. 


It is true that hire purchase has been 
able to bid funds away from the Gov- 
ernment and _ semi-Government loan 
markets, but in my opinion this issue is 
not nearly as important as it has been 
made out to be. The real issue is what 
proportion of Australia’s total real goods 
and services should be used for con- 
sumption and what proportion should be 
used for capital works, and the availabi- 
lity of loan funds need never be a 
critical determinant of the amounts Gov- 
ernments spend on public works. 


The main challenge to official policy 
did not come from hire purchase inter- 
ference with the loan market. It came 
from the fact that the finance companies 
have succeeded in borrowing money from 
the public and activating a part of the 
stock of money that would otherwise 
have been inactive. 





This gave the consumer durable 
industries a greater command over real 
goods and services, and since it did this 
without detracting greatly from other 
forms of consumption expenditure (and 
the Government was equally determined 
to increase capital works) the only way 
the Government could avoid inflation 
was to rely more heavily upon forced 
savings, i.e. financing capital works from 
tax revenue. 


Incidentally, I do not agree with 
Messrs. Fields and Kehoe who, in their 
recent report to the Queensland Govern- 
ment, treat savings bank deposits as a 
measure of private saving and who 
consider that the level of hire purchase 
activity is an imporiant impediment to 
the amount of loan funds made available 
by savings banks. If one looks at the 
complex changes that were going on in 
1956/57 when the private savings banks 
were attracting deposits from other 


savings banks and from ordinary bank 


deposits in their own trading banks, the 
evidence presented in the report is not 
very convincing. Quite apart from this, 
the activation of idle savings bank 
deposits could very easily result in an 
equivalent rise in the level of trading 
bank deposits and some of it would 
certainly find its way back into savings 
bank deposits which tend to move in 
sympathy with changes in general econ- 
omic conditions. 


However, this is a side issue. The 
important thing is that hire purchase 
came under fire because its past uncon- 
trolled growth conflicted with official 
policy. I believe those days are past. 
I have already shown that when we 
study the magnitudes involved and the 
commodities involved the expansion of 
hire purchase will be mainly related to 
prospects for the motor vehicle industry. 
We have already noted that there has 
been a slackening of activity in that 
industry, and this means that the growth 
of hire purchase in 1959/60 should not 
be so rapid that it causes official concern. 
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More than this, competition in the hire 
purchase field is quite intense, and the 
high profits that have characterised it in 
the past will gradually be whittled down. 
As the industry matures and people 
become more sophisticated in its use, 
competition will force a narrowing of 
the range of charges and the overall 
level will fall. 


There is already some evidence that 
the slackening of growth in the motor 
vehicle industry could cause competitive 
reductions in hire purchase charges. 
Such a trend would favour the large 
companies who can borrow more cheaply 
but a falling off in the business of small 
marginal HP lenders was bound to come 
eventually and it is mainly the small 
companies whose charges have been 
subject to criticism. 


I have already suggested that the slowe1 
rate of growth in motor vehicles is only 
temporary. It might even be associated 
with expectations of a Budget cut in 
sales tax. But when one realises that 
officialdom’s real battle was not merely 
against hire purchase but against its use 
in stimulating the demand for cars, it 
would be a super-optimist who imagined 
that the Government would ease sales 
tax on private vehicles. 


However, I believe that with or with- 
out lower sales taxes, the long-term 
prospects for motor vehicles in parti- 
cular and hire purchase in general are 
for less spectacular but still substantial 
growth. This means that pressure for 
official control of hire purchase will tend 
to relax during 1959/60, but it could well 
revive in a few years’ time. My personal 
judgment, however, is that hire purchase 
will not be growing at rates that could 
seriously endanger the stability of the 
economy, and if the industry co-operates 
in limiting the activities of the few sharp 
traders that exist in any industry, then 
it has a very good chance of avoiding 
controversy and controls while still 
remaining prosperous. 
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Current Problems Discussed in 


Overseas Journals 


Notes prepared by members of the teaching staff in 
the Department of Accounting, University of Melbourne. 


Analysis and Interpretation 


Specific information which analysts 
would like to have in addition to the 
conventional financial statements pub- 
lished by companies are listed by L. 
Hartley Smith in “A Security Analyst 
Looks at Financial Statements”, an 
article appearing in The Journal of 
Accountancy, August. Taking as ex- 
amples merchandising, agricultural 
equipment and instalment finance com- 
panies, he suggests details of supple- 
mentary information which would be 
useful in valuing both shares and risk 
from the investor’s point of view. 


Auditing 
W. S. Gilkison, in a note on “Auditors 


and Life Insurance Payments” in The 


Accountants Journal (N.Z.), August, 
discusses difficulties arising out of the 
current practice of not issuing receipts 
for moneys received. 


Budgeting and Cost Control 


In The Accountant, 15 and 22 August, 
J. R. Perrin discusses “Budgetary Plan- 
ning and Control”. The article is a brief 
summary of the results of an investigation 
into the budgetary practices of some 
thirty British companies. Areas of 
budget operation, budgetary planning, 
budgetary control, types of budget sys- 
tem, types of companies using budgets, 
relation between budgeting and standard 
costs and budget administration are 
among the topics on which the author’s 
findings are reported. 


In the N.A.A. Bulletin, August, B. H. 
Semler, “Budgetary Techniques for the 
Smaller Company”, discusses the philo- 
sophy behind a planning and control 
programme for a company, while J. S. 
Bachofer, “Budgetary Techniques for the 
Smaller Company — A Case Study” 
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describes the process of planning and 
controlling the operations of a dress 
manufacturer. H. J. Schmieg, in the 
same issue discusses “The Control of 
Overhead with a Variable Budget in a 
Research Operation”. 


Against the background of operations 
of a company with five producing plants, 
W. C. Jones, “Service and Maintenance 
Labor Cost Centrol Through Man-hour 
Budget Allowances”, N.A.A. Bulletin, 
August, describes how service and main- 
tenances is planned and reviewed weekly 
in advance, and how results are followed 
up. 

Costing 

In an article entitled “The Future of 
Costing” in the July/September issue of 
The Accountants Journal (U.K.), A. H. 
Taylor considers the tendency for costs 
of manufactured products to move out 
of the direct into the indirect category 
as modern techniques of production be- 
come more capitalistic. Since practices 
of allocating indirect costs are already 
being criticized as illusory for many pur- 
poses, and current tendencies aggravate 
the difficulty, some careful thinking about 
the future of costing is warranted along 
lines of thought suggested by the writer. 


J. E. Field, in “Cost Accounting in a 
Controlled Economy” in The Account- 
ants Journal (N.Z.), August, considers 
the basic problem of a cost accountant 
in matching costs with particular out- 
puts, and the proprietary of attaching 
allocated cost to whichever other factor 
is scarce. In New Zealand, the scarce 
factor has at various times been material, 
labour and finance and he considers that 
a system should provide the facility to 
change from one basis to another. 
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Accounting Reports 


A survey conducted by Charles T. 
Horngren into the use of funds state- 
ments by security analysts is the subject 
of an article, “Increasing the Utility of 
Financial Statements”, in The Journal of 
Accountancy, July. An overwhelming 
majority of the analysts use the funds 
statement and find it valuable in their 
work and regard it as being as important 
as the balance sheet and incomes state- 
ment. A combination of income and 
funds statements is suggested which the 
author thinks might help to resolve some 
of the problems of accounting for chang- 
ing price levels without having to resort 
to index numbers. 

Auditing 

Notes prepared by a sub-committee of 
the New Zealand Society of Accountants 
for the guidance of public accountants in 
the “Audit of Solicitors’ Trust Accounts” 
are published in the July issue of The 
Accountants’ Journal (N.Z.). The notes 
include a specimen audit programme, a 
list of methods of prevention of defal- 
cation and a discussion of the difficulties 
involved in the relationship between the 
public accountant, the solicitor and the 
Law Society, to which any reports by the 
accountant are made. 


Budgeting 

J. P. Boyle, in a paper entitled “Budget 
Organization and Administration”, pub- 
lished in The Controller, July, examines 
the philosophy of budget administration. 
Budgeting is much more than a complex 
financial exercise involving technical as- 
pects of getting figures; it is concerned 
more with the basic purpose of securing 
a sound operating plan for the future. 
The chief ingredient of such a plan is 
the enthusiasm of the operating people, 
which can be secured by paying attention 
to certain principles of organization that 
recognize the human beings behind the 
figures. 


Costing 


J. G. Reynolds, “Cost Control in a 
Television Station”, Cost and Manage- 
ment, June, outlines the way a cost 
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accounting system recommended by a 
major television network in United States 
for its owned and operated stations can 
be adapted to the needs of a lucal station. 


Internal Control 


In the New York Certified Public 
Accountant, June, K. C. Cadematori 
discusses the implications of electronic 
data processing for internal control and 
auditing. He points out that a well- 
programmed and tested system provides 
controls over inaccuracies to an extent 
never before possible in large scale 
operations. However, because of the 
reduction of human review of the reason- 
ableness and propriety of individual 
transactions the possibility of planned 
fraud is greater. He suggests some ways 
in which this problem may be approached. 


Price-Level Changes 


J. R. H. Gilmour states the case for 
the use of index numbers to adjust 
the depreciation charge for price- level 
changes in an article entitled “The Need 
for Price-level Depreciation Poses a 
Challenge to Accounting” in N.A.A. 
Bulletin, July. 


Management 


“The Administrative Executive” is the 
title of an article by James J. McDouwell 
in the July issue of The Canadian Char- 
tered Accountant. ‘he auth. ' suggests 
the need for chang: in adi::nistrative 
organization and thew attempts to fore- 
cast the types of organization that may 
be expected to develop vithin the next 
decade. 


Management Criteria 

The August issue of The Controller 
contains a paper entitled “Evaluation of 
Operations by Management”, which rep- 
resents a case study conducted for Capital 
Airlines Inc., by the senior finance and 
management executives of that company. 
The concern of this company was with 
the central to top management group and 
the purpose of the study was to analyse 
thoroughly what top management needed 
to know to be effective in evaluating 
operations, and to draft a programme 
which would satisfy this need. 
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Depreciation 

Two articles with the same title, 
“Depreciation — To Measure Income or 
to Provide Funds for Replacement”, in 
the N.A.A. Bulletin, August, present 
differing views as to whether the effect 
of price level changes should be brought 
into the accounting records. C. G. 
Blough is of the opinion that historical 
cost should be retained as the basis for 
the charging of depreciation for the pur- 
pose of determining income with supple- 
mentary data being provided to supply 
management needs, while P. Grady be- 
lieves that economic depreciation should 
be considered when determining business 
income. 


Education 

A new technique in training executives 
for top-level management is described 
by T. E. Gambling in “The Business 
Game” appearing in The Accountant, 
22 August. Trainee groups are formed 
into hypothetical boards of directors who 
have to make executive decisions in re- 
lation to an imaginary business, which is 
a replica of normal commercial circum- 
stances. Each board’s decisions are fed 
into an electronic computer programmed 
with a mathematical simulation of demand 
curves for the supposed products. The 
computer produces financial statements 
and the trainees can thus see the “results” 
of their decisions. 


Learning Curve 


R. Brenneck, “Learning Curve Tech- 
niques for More Profitable Contracts” 
N.A.A. Bulletin, July, discusses the effect 
of the rate of learning upon production 
cost, and its significance for accurate 
pricing, keeping an eye on performance. 
determining labour requirements and 
estimating the funds required to finance 
work in process. 


Management Decisions 


The N.A.A. Bulletin, August, pub- 
lishes papers presented at the 1959 
N.A.A. Conference. Three of these dis- 
cuss “New Concepts of Information for 
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Management Decisions”. N. St. Peter 
deals with the control of production costs 
under the headings of inventory control. 
fixed capital control and manufacturing 
cost control. W. Alderson considers 
some of the information required for 
making decisions in marketing, and men- 
tions the great assistance which electronic 
data processing has provided in handling 
information for decision-making. In the 
area of research and development, J. A. 
McFadden points out that, while there is 
no certainty that results will be accom- 
plished, it would be tantamount to in- 
dustrial or national suicide not to conduct 
large-scale long-range research and deve- 
lopment programmes. From the com- 
pany’s point of view, effort and talent 
should be concentrated on tasks which are 
conducive to producing decisions which 
can be commercially exploited by it. To 
accomplish this, information geared to 
the utilization of talents and facilities. 
rather than the expenditure of money is 
required. 


Management Services 


An article in the August issue of The 
Canadian Chartered Accountant, entitled 
“The American Approach to Manage- 
ment Service” was prepared by S. A. 
Martin in an attempt to provide a basis 
for the establishment of such services in 
Canada. The services referred to are 
not clearly defined but come under the 
term — increasingly in use in that 
country — management consulting. The 
growing importance of the consultant in 
U.S.A. is discussed, together with the 
type of internal organization that would 
be required to enable the public account- 
ant to maintain the independence neces- 
sary for audit purposes. 


Estate Planning 


In an article on “Some Aspects of 
Estate Planning” in The Accountants 


Journal (N.Z.), August, Wallace R. Bell 
presents a method of constructing a plan 
which, with minor modifications, could 
probably be applicable to many Austra- 
lian situations. 











Letters to the Editor 


FUNDS RETAINED 


The Editor, Sir—- 


I read with interest the Letter to the Editor 
from “Company Accountant” in the October 
1959 issue of your Journal, and have pleasure 
in submitting my thoughts on the subject of 
“What are funds retained?” 

The point which “Company Accountant” 
raised is certainly stimulating and interesting, 
and while my views on the subject probably 
differ from those of the theorist, I submit 
them for consideration. 

My concept is that “funds retained within 
the business” are the net amount of income 
remaining after matching costs, paid or pay- 
able in cash, with that income: in other words, 
the net profit, before any appropriation there- 
of, plus non-cash charges to revenue. 

For the purpose of a funds statement, non- 
cash charges to revenue are added back to 
net profit in order to obtain this source of 
funds. The funds statement will then reflect 
the true fluctuation in working capital, since 
the destination of all profits retained in the 
business is working capital. 

This concept envisages, then, that provision 
accounts charged to revenue are added back to 
net profit, and appropriations of profits are 
ignored in the disposition of funds statement. 


R. J. PRIEST, 
Dee Why (N.S.W.). 


———— ee 





DISCOUNTED CASH FLOW 


The Editor, Sir— 


For some time I have been intending to 
write to you concerning Mr. K. Middleton’s 
reference to the “discounted cash flow” tech- 
nique in his article which appeared in the 
May 1959 issue of The Australian Accountant. 

I make no claim to have any particular 
knowledge of this technique but where it is 
used I would have thought that the sole 
determinant of whether one investment is to 
be preferred to another would be the rate of 
interest required to equate future estimated 
earnings with the present cost of the asset. 
If this is not so, how else would an evaluation 
be made where the alternatives involve diverg- 
ing current costs and earning patterns? 

I am therefore puzzled by Mr. Middleton’s 
conclusion that whilst Project B under the 
“discounted cash flow” system shows a rate of 
return of 12.7% as against 10% for Project A, 
Project B is clearly less preferable. Mr. 
Middleton’s reason for this conclusion appears 
to be that the stream of earnings for Project A 
is higher in the earlier years than for Project 
B, thus giving Project A’s earnings a higher 
present value. 
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However the fact that Project B’s earnings 
are higher in the later years is reflected in the 


rate of 12.7% which is the rate required to 
discount the earnings to the present cost of 
the asset. 

In arriving at his conclusion Mr. Middleton 
must have used some criterion other than 
earning rate and I would appreciate enlighten- 
ment on this point. 


B. J. IRWIN, B.Ec., A.A.S.A., 
Springbank (Vic.). 


Mr. Middleton’s Reply 


Mr. Irwin’s puzzlement is caused by his 
placing a different interpretation on my words 
from that intended. 


My use of the words “less preferable” was 
not intended to mean that Project A was to 
be preferred to Project B. Comparison was 
between two methods the results being as 


follows:— 
Method Project A Project B 
Rate of return on aver- 
age investment 10% 20% 
Discounted cash flow 10% 12.7% 
Under each method Project B shows a 


higher rate of return than Project A, and 
would on any purely economic assessment, be 
preferable to Project A. 


However, since the margin between the 
earning rates is narrower under the second 
method, the preference for B is not as strong 
as it was under the first method, and it 
seemed to be appropriate to express this in the 
words “less preferable”. 


mmm 





DISCLOSURE OF DIRECTORSHIPS 


The Editor, Sir— 

I was interested to read the notes of the 
lecture delivered by Mr. V. L. Gole which 
appeared in the May issue of “The Aus- 
tralian Accountant”. 


The notes appear under the heading “Secre- 
tarial Practice, Auditing and Accounting under 
the Victorian Companies Act, 1958”, and in 
the top of the right-hand column on Page 260, 
he draws attention to the obligation under 
Section 112 to disclose any other director- 
ships of public companies in the Register of 
Directors. 

I am wondering whether there is any ruling 
as to whether this disclosure is or can be 
limited to public companies registered in Aus- 
tralia, or whether a director who is resident 
in a State other than Victoria, or perhaps in 
the United Kingdom, is entitled to decline to 
give this information. 


I have not been able to find the answer to 
this question and I shall be very pleased if 
you can throw some light on the matter. 
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EXECUTORSHIP ACCOUNTS 
(AUSTRALIA) 


by 
E. BRYAN SMYTH, A.S.T.C., F.A.S.A., A.C.LS. 


Professor of Accountancy, University of New South Wales 


FOURTH EDITION 
Special features are:— 
(a) Emphasis on the Accounting side of the subject; 
(b) Sufficient coverage of the Law affecting Executorship Accounting; 
(c) Illustration of principles by numerous carefully graded worked examples. 


PRICE: £2/-/- 





A Gold Medal Book 


COSTS ann PRICES 


A TEXT WHICH EXAMINES 
THE NATURE OF AND RELATIONSHIP BETWEEN 
COST, PRICE AND VOLUME WITH 
A SPECIAL TREATISE ON 
BUDGETING AND BUDGETARY CONTROL 


by 
S. R. BROWN, LL.B., F.C.A. 
Chartered Accountant 


SECOND EDITION 


“Costs and Prices” by S. R. Brown was awarded the Gold Medal of the 
Australian Society of Accountants as being the most meritorious work on 
accounting procedure during the five years ended 30 September, 1957. 


PRICE: £2/5/- 
THE LAW BOOK CO. OF AUSTRALASIA PTY LTD. 


140 Phillip Street 456 Little Collins Street 21 Adelaide Street 
SYDNEY MELBOURNE BRISBANE 


BW 8041 MU 7888 2-8882 
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In conclusion, I] would like to say that I 
find “The Australian Accountant” of con- 
siderable interest and I would like to con- 
gratulate you and your associate editors on 
the job they are doing. 

A. K. KNEALE, F.A:S.A.., 
Sydney. 


In Reply 

Mr. V. L. Gole, author of the article 
referred to by Mr. A. K. Kneale, has 

kindly supplied the following reply:— 
Section 112(2) states “and of particulars of 
any other directorships of Public Companies 
or Companies which are subsidiaries of the 
Public Companies held by him”. As far as I 
know this is the only reference to the matter. 
There are no exclusions and therefore I think 
the strict interpretation of the Act requires all 
such directorships to be disclosed whether in 
or out of Victoria. In any case, directors may 
reside outside the State in which the Company 
is incorporated and still exercise their director- 
ship in connection with that Company. If 
there was to be some exemption in this matter 

| think the Act would have made it clear. 


————a 


REGISTER OF MEMBERS 


Listing the names of members of the 
Australian Society of Accountants and of 
The Australasian Institute of Cost Accountants 
who have been advanced recently in status 
with the names of new members and those 
whose names for various reasons have been 
removed from the registers. 


Australian Society of Accountants 


VICTORIA 
Associates: Bodey, K. C.; Carmel, P.; 
Hruszecky, N. N.; Hunter, M. H.; Longstaff, 
R. D.; Newcombe, J. W.; Sheeran, G. E. 
Advanced to Associate: Matlock, G. J. 
Advanced to Fellow: Woodward, G. A. 


Removed from Register — Deceased: 
Badenach, N. L.; Guerin, M. W.; Pitts, C. W. 


NEW SOUTH WALES 
Provisional Associates: Head, J. W.; Tjiong, 
H. 


Associates: Alderton, A. R.; Avent, F.: 
Gaffey, J. P.; Hughes, T. H.; Mason, J. W.; 
Nicol, I. H.; Pottie, R. G.; Wells, D. L.; 
Young, A. J. 

Advanced to Associate: Blundell, E. J.; 
Dickens, A. E.; Kennedy, A. K.; Osgood, 
G. E.; Partington, C. F.; Renton, D. W.; 
Richards, K. A. 
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Advanced to Fellow: Sullivan, S. C. 

Removed from Register — Deceased: 
Campbell, J. F. W.; Chambers, A. L.; Hackett, 
M. J.; Middleton, H.; Mitchell, J. N.; Moore, 
G. H.; Wills, D. G. Resigned: Croudace, D.; 
Grinsted, F. M.; Lloyd, G. M. (Miss); 
Mangleson, L. H.; O'Neill, L. R. 


QUEENSLAND 
Provisional Associate: Southgate, J. F. 
Advanced to Fellow: Harrold, M. T. C.; 
Holmes, R. H. 
Removed from Register—Deceased: Irving, 
J. H.; Poole, H. G. Resigned: Cafferky, 


R. E. 
WESTERN AUSTRALIA 


Provisional Associate: Daw, D. A. C. 
Associates: Johnson, H. E. (Miss); Webster, 
. H.; Williamson, T. J. 

Advanced to Associate: Beith, W. McN. 
Benness, E. C.; 


Advanced to Fellow: 
Devlin, N. F.; Paust, M. B.; Truman, V. K 


Removed from Register — Deceased: 
Hubbard, L. E.; Johnson, T. B.; Masterson, J. 
Resigned: Flanagan, E. J.; Leschen, H. C. O. 


SOUTH AUSTRALIA 
Advanced to Associate: Hockridge, K. T. 
Removed from Register — Resigned: 
Glasson, J. I. 
TASMANIA 
Associate: Penman, D. C. 
Advanced to Associate: Williams, P. T. 


The Australasian Institute of 
Cost Accountants 


VICTORIA 
Associate: Serow, H. C. 
Advanced to Associate: Haisley, I. G. 
Removed from Register—Resigned: Peace, 


ce 
NEW SOUTH WALES 


Associates: Cheadle, K. J.; Evans, G. W.; 
Kennedy, A. K.; Moran, W. E.; Russell, C. E.; 
South, R. R. 

Removed from Register—Deceased: Mimis, 
G. R. 

WESTERN AUSTRALIA 


Advanced to Associate: Johnson, F. J. 
Advanced to Fellow: Jones, A. 


SOUTH AUSTRALIA 


Removed from Register — Resigned: 
Glasson, J. I. 


43 





The Australasian Institute of Cost Accountants 


MEETING OF GENERAL COUNCIL 


MEETING of the General Council 

of the Institute was held in Surfers 
Paradise on Monday and Tuesday, 9 
and 10 November. Those present were 
Messrs. W. H. Duirs (W.A.), President 
(in the chair), R. F. Jarman (N.S.W.), 
A. Moffatt (S.A.), G. M. E. Offner 
(Qid.), A. F. J. Sutherland (Vic.), R. 
O. Thiele (Vic.), H. L. Thomas (N.S.W.) 
and C. B. Villiers (Vic.) (members 
appointed by the Institute), G. E. 
Fitzgerald (Vic.), O. H. Paton (N.S.W.) 
and R. F. Butt (Qld.) (members ap- 
pointed by the Society) and C. W. 
Andersen (General Registrar). 


In opening the meeting, the President 
extended a welcome to General Council- 
lors from the various States and in par- 
ticular to Mr. R. O. Thiele, who had 
been elected to General Council in place 
of Mr. B. W. Ruffels, and to Mr. R. F. 
Butt, President of the Australian Society 
of Accountants, who attended the meeting 
in place of Mr. L. H. Dillon. He ex- 
tended a welcome also to Messrs. N. F. 
Morris and D. S. Scott who attended as 
observers of the Queensland Council. 


General Council noted the appoint- 
ments of Messrs. Thiele and Butt and 
placed on record its thanks and appreci- 
ation to Mr. Ruffels for his outstanding 
contributions to the work of the Institute 
over many years as a member of General 
Council. 


Most of the business of the meeting 
came befo.e General Council in the form 
of written reports of its various standing 
committees which supplied the essential 
data and reasons for each conclusion. 
The following notes on decisions reached 
at the meeting are of necessity confined 
to matters of general interest. 


a 


Tariff Board 

In response to a request from the 
Tariff Board for technical assistance and 
the advice of the Institute, panels of 
members with the necessary experience 
were appointed by the New South Wales 
and Victorian Councils. Following con- 
ferences with the Chairman of the Board 
in Sydney and Melbourne, these panels 
tendered advice on forms of question- 
naire generally and with reference to 
certain industries in particular. An ack- 
nowledgment of the assistance given by 
the Institute was contained in the annual 
report of the Board. 


General Council expressed its appreci- 
ation to the members who had _ under- 
taken the tasks involved and authorised 
the Executive Committee to take the 
necessary action arising from any further 
approaches by the Tariff Board for the 
assistance of the Institute. 


Decimal Currency 


Consideration was given to a draft 
report on decimal currency prepared by 
a Committee representative of the Society 
and the Institute. General Council 
approved of the report for transmission 
to the Committee of Inquiry appointed 
by the Commonwealth Government as a 
joint submission of the two bodies. It 
also endorsed in principle the introduc- 
tion of decimal currency into Australia. 


Public Relations 


General Council decided to establish 
a Membership Committee, whose func- 
tion would be to consider and report to 
the Council on means of enhancing the 
prestige of members in the community, 
of stimulating the interests of members 
and students in the development of cost 
accountancy and of improving and ex- 
tending the services of the Institute to 
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At the meeting of the General Council of The 
Australasian Institute of Cost Accountants. 


left to right: Messrs. D. S. Scott and N. F. Morris 
observers of the Queensland Divisional Council), 
G. M. E. Offmer (Q’‘Id.), A. Moffatt (S.A.), C. B. 
Villiers (Vic.), O. H. Paton (N.S.W.), W. H. Duirs, 
President, (W.A.), A. F. J. Sutherland (Vic.), C. W. 
Andersen (General Registrar), Miss M. R. Garbutt 
Administrative Officer), Messrs. R. F. Jarman 
(N.S.W.), H. L. Thomas (N.S.W.), G. E. Fitzgerald 
Vic.), R. O. Thiele (Vic.), and R. F. Butt (Q‘Id.) 


At right: Mr. A. F. J. Sutherland (centre) who was 
elected President of the Institute at the General 
Council Meeting, with Messrs. R. F. Butt (President 
of the Australian Society of Accountants (on right), 
and C. W. Andersen (General Registrar). 
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At left: 
Office-bearers of the 
Institute. The group 
includes (from left) 
Messrs. C. B. Villiers 
(Hon. Treasurer), 

A. F. J. Sutherland 
(President), 

H. L. Thomas 
(Vice-President), 

and W. H. Duirs 
(immediate 
Past-President). 





its members and to the community 


generally. 


Asian and Pacific Accounting Convention 


General Council was informed of the 
arrangements being made for the Con- 
vention to be held in April next, in- 
cluding the papers to be contributed at 
the technical sessions. It was noted that 
several members of the Institute had 
been invited to present papers. General 
Council decided that the Institute should 
offer its full co-operation and assistance 
in the arrangements being made. 


Terminology 

General Council decided that the 
standard terminology previously adopted 
by the Institute should be reviewed and 
appointed a Committee, consisting of 
Messrs. R. F. Pascoe, J. A. Keenan and 
F. R. Harris, for the purpose. 


Portrait of Sir Alexander Fitzgerald 


General Council was pleased to note 
that, during the year, the Executive 
Committee had authorised a contribution 


to the appeal sponsored by the Mel- 
bourne University Commerce Graduates 
Association for a painting in oils of Sir 
Alexander Fitzgerald, which would be 
hung in the Commerce Building of the 
University of Melbourne. 


Registered Students 

It was reported that the Victorian 
Council had organised students in its 
State into a Students’ Society and had 
arranged an active programme of lectures 
and discussions during 1960 to assist 
them with their studies. General Council 
noted this development with interest. It 
decided that the provision for registered 
students, as previously laid down, be 
discontinued and that the formation of 
a Students’ Society by the Victorian 
Council be brought to the notice of other 
Divisional Councils for consideration of 
the possibility of forming similar Societies 
in their States. 


Objectives of the Institute 


A progress report was received from 
the Committee appointed to examine the 
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long range objectives of the Institute, 
having regard to the post-graduate nature 
of the work it was undertaking. In 
setting up this Committee, General 
Council realised the project would take 
some time because of the far-reaching 
implications of the expansion of the 
Australian economy and of the need to 
integrate the work of the Institute with 
that of the Society. As was apparent 
from the annual reports of General and 
Divisional Councils issued during the 
year, the technical work of the Institute 
was being continually extended. The 
attention of the Committee was being 
directed to means by which the activities 
of the Institute, both educationally and 
technically, could be planned ahead with 
a view to providing the maximum pos- 
sible assistance to members in meeting 
their growing responsibilities. 


Finance 

The Finance Committee submitted a 
number of financial statements to General 
Council, including a revised budget for 
1959 and estimates of income and ex- 
penditure for 1960. General Council 
noted that some of the funds of the 
Institute had been invested in shares in 
industrial companies in accordance with 
the decision reached at its last meeting. 


Cost Bulletins 

The Publications Committee reported 
to General Council on the Bulletins 
issued during the year, including their 
cost of production. In view of the large 
amount of material which had become 
available for publication from the various 
State conventions, the Executive Com- 
mittee had approved of an additional 
issue of the Bulletin during 1959. 


Research and Technical Projects 


General Council noted with satisfac- 
tion the report on progress made in the 
various States on the projects allotted to 
them. Two statements — one on “Plan- 
ning and Control in the Retail Field” 
and the other on “Operations Research” 
— prepared by Committees of the New 
South Wales Division had been published 
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early in the year as Cost Bulletins. A 
statement on “Long Range Forecasting” 
was nearing completion by a Western 
Australian Committee and a Victorian 
Ccmmittee was in the process of finalising 
its statement on “Reports to Lower 
Levels of Management”. 


Australian Productivity Council 


It was decided that the Institute should 
apply for membership of the Australian 
Productivity Council and Mr. B. W. 
Ruffels was appointed the Institute’s 
representative on the Council. 


Office Bearers 


The following office-bearers were 
elected for the ensuing year:— Presi- 
dent: Mr. A. F. J. Sutherland (Vic.); 
vice-president: Mr. H. L. Thomas 
(N.S.W.); hon. treasurer: Mr. C. B. 
Villiers (Vic.). 


Next Meeting of General Council 


It was decided that the 1960 meeting 
of General Council should be held in 
Sydney on a date to be fixed later by 
the Executive Committee. 


Records of Appreciation 


General Council placed on record its 
grateful thanks and appreciation of the 
valuable work performed during the year 
by the retiring President, Mr. W. H. 
Duirs, who had, both in this and in his 
previous term of office, contributed so 
much to the advancement of the Institute. 

General Council placed on record also 
its appreciation of the many courtesies 
extended by the State President and 
members of the Queensland Council to 
the visiting members of General Council. 

A minute of appreciation of the work 
performed by the General Registrar and 
staff during the year was also recorded 
by General Council. 





Recent Legal Decisions 


The Novel Take-Over that Failed 


In August, 1958, under the 
heading, “Take-over with a Differ- 
ence”, this column referred to an 
ingenious (and at that time a suc- 
cessful) attempt, to gain control 
of a private company incorporated 
under the Companies Act (Eng.). 


The company concerned was Lyle & 
Scott Ltd. In brief, the would-be “taker- 
over’, who did not himself hold any 
shares in the company, realising that the 
directors would, in exercising the dis- 
cretionary right which the articles gave 
them to decline to register any transfer 
of shares, be unlikely to register any 
transfer in his favour, adopted this 
approach. He offered certain existing 
Shareholders cash for their shares on the 
condition that they would continue to 
hold the shares in their own names, but 
vote those shares as he directed. The 
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By L. C. VOUMARD, B.a., LL.B. 


company challenged this, but (in the 
first instance, anyway) without success, 
so that the offeror gained effective control 
of a substantial block of shares. This 
inspired the comment in one journal, 
“If you can’t buy the share, buy the 
shareholder”. 


But the proceedings in 1958 were only 
a preliminary skirmish. The case has 
since gone on appeal to the House of 
Lords, and the result is that the attempt 
to gain control of the company by this 
means has been foiled. The proceedings 
are reported (1959) 2 All E.R. 661, as 
Lyle & Scott Ltd. v. Scott's Trustees, 
Lyle & Scott Ltd. v. British Investment 
Trust Ltd. 


The facts may now be stated in 
more detail. The company’s Articles 
contained fairly standard pre-emptive 
clauses. By Article 7 the directors were 
given a discretion to decline to register 
any transfer of shares. Article 9 then 
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went on to provide for the case of a 
shareholder who wanted to sell. The 
registered holder of more than one per 
cent. of the ordinary issued capital was 
prohibited from transferring ordinary 
shares to outsiders so long as any other 
ordinary shareholder was willing to pur- 
chase them. Any ordinary shareholder 
“desirous of transferring” his shares was 
bound to inform the secretary of the 
company in writing of the number of 
shares he wanted to transfer, and pro- 
vision was made for notice of that fact 
to be given to the other holders of 
ordinary shares, and for the sale of such 
shares to such of them as might be 
minded to buy them. 


It was this state of affairs which per- 
suaded the would-be “taker-over” to 
cast around for some other means 
whereby to acquire control of the com- 
pany, and he sought to achieve it in 
the manner stated. His arrangement 


with certain of the shareholders was 
that his nominee would be authorised 
to use general proxies which they would 


give him; that they would deliver to 
him their share certificates in respect of 
all the shares agreed to be sold, and that 
they would execute transfer deeds when 
called upon to do so. In return for this 
they were to be paid £3 in respect of 
each share involved, and this payment 
was made. 


After the unsuccessful attempt before 
the Scottish Court of Session to obtain 
a declaration that the shareholders con- 
cerned were not entitled to act in this 
fashion, but were bound to implement 
Article 9 by giving written notice to the 
secretary of the number of shares they 
wished to sell and so on, the company 
appealed to the House of Lords. Its 
claim for such a declaration was founded 
on the words in Article 9 — any ordi- 
nary shareholder “desirous of trans- 
ferring ...”. It was clear, it was said, 
from the actions of the respondent share- 
holders that they were “desirous of 
transferring” their shares (even though 
they had not, for obvious reasons, gone 
so far as to execute transfers), and in 
the circumstances the only method by 
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which they could do that was as set 
out in Article 9. The House of Lords 
unanimously upheld this submission, and 
allowed the appeal. The respondents 
could hardly deny that they were 
“desirous of transferring” their shares 
within the meaning of Article 9. Admit- 
tedly, it suited them and the purchaser 
that registration of transfers should be 
delayed for a time, but by the terms of 
their agreement with the purchaser they 
had plainly undertaken to sell. This 
showed a clear desire to transfer their 
shares, which accordingly brought Article 
9 into operation. 


Thus the attempted take-over failed. 
The result is that many restrictions on 
transfers of shares, contained in private 
company’s Articles of Association, can- 
not be by-passed on a take-over bid by 
merely “buying the shareholder”. 


The only question now outstanding 
is, what happens as between the res- 
pondents and the purchaser? One of 
their Lordships indicated his view that 
the respondents could annul their con- 
tracts for the sale of shares to the 
“purchaser”, and if this is done, every- 
one will be back where he started — 
but only after some interesting, if ex- 
pensive, litigation. 


Loss of Unpaid Seller’s Lien 


D. F. Mount Ltd. v. Jay & Jay 
(Provisions) Co. Ltd. (1959), 3 
W.L.R. 537, is a case in which it 
had to be decided which of two 
innocent parties had to suffer for 
the wrongful acts of a third. 


The facts were as follows. D owned 
a consignment of goods lying on a 
wharf. On October 3 he sold part of 
the consignment to M, who bought for 
resale to two of his customers. It was 
agreed that M should pay the purchase 
price to D out of the moneys he would 
get from his buyers. D gave M a deli- 
very order in his favour, and sent it to 
the wharfingers. 


The next day, M sold the goods to P, 
but arranged with P that he would buy 
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them back in a week’s time at a slightly 
higher price, which would yield P a 
profit. M gave P a delivery order on 
the wharfingers accordingly, and was 
paid by P. At the end of a week P sent 
that delivery order to the wharfingers, 
and, observing his agreement with M, 
sent him a delivery order in respect of 
the goods. M, in return, sent P his 
cheque for the higher price, but this 
cheque was dishonoured. Thereupon P 
cancelled the delivery order in M’s 
favour. In the meantime, D, not having 
been paid, cancelled his contract with 
M, and instructed the wharfingers to 
cancel the delivery order given by D in 
M’s favour on October 3. 


Thus the wharfingers had two people 
claiming to be entitled to the same con- 
signment. D claimed that he was entitled 
to an unpaid seller’s lien over the goods; 
P alleged that the goods belonged to him. 
The result was that proceedings were 
instituted to decide the issue. (Mean- 
time M, who was responsible for all 
this, had been convicted of obtaining 
money from P by fraud, but that helped 
no one.) 


The court held that P’s claim had to 
succeed. D had relied on Section 47 of 
the Sale of Goods Act, 1893 (Eng.) (cf. 
Goods Act, 1958, (Vic.) Section 53). 
This provides that an unpaid seller’s 
right of lien or stoppage in transitu is 
not affected by any sale or other dis- 
position of the goods which the buyer 
may have made unless the seller has 
assented thereto. The court concluded 
that in the circumstances D had assented 
to M reselling the goods, so that provision 
_ not operate to preserve his right of 
ien. 


P, on the other hand, was able to 
derive some aid from Section 25 (2) of 
the Sale of Goods Act (cf. Goods Act, 
Section 31). That section provides that 
if a buyer in possession of goods or 
documents of title to goods tranfers those 
goods or documents of title to a trans- 
feree who takes them in good faith and 
without notice of the transferor’s want 
of authority, that transferee acquires a 
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good title. That was what had happened 
as between P and M, so P had a claim 
superior to D’s. 


Failure of Consideration 


The reports that restrictions on 
the import of North American cars 
will shortly be eased will, if fulfilled, 
mean that facts such as those in the 
recent Victorian case of Margolin 
v. Wright Pty. Ltd. (1959) A.L.R. 
will not be repeated, but for all that 
the case is of some interest. 


The plaintiff had purchased an im- 
ported American car from the defendant 
for some £3,000. Just a few days 
after the completion of the transaction, 
the Commonwealth Customs authorities 
seized the car and forfeited it. The 
reason for this action was that some 
party prior to the defendant had, on the 
occasion of importing it into Australia, 
made a false declaration, the consequence 
of which was that the authorities became 
entitled, under Commonwealth legisla- 
tion, to act as they had done. There- 
upon the plaintiff took the natural step 
of demanding that the defendant return 
the purchase price to her, and when the 
defendant failed to comply the plaintiff 
brought this action. The basis of her 
claim was that there had been a total 
failure of consideration for the payment 
she had made, in that she had bargained 
for the title and lawful possession of this 
car, but that owing to its confiscation by 
the authorities she had got precisely 
nothing, except, perhaps, the use of it 
for a few days, which was something 
entirely different. 


Her claim succeeded. The court 
(Hudson J.) after examining the relevant 
Commonwealth legislation, concluded 
that the forfeiture operated retrospec- 
tively to the time of the car’s entry into 
the country, so that the defendant was 
not at any time in a position to pass a 
title to the plaintiff. He therefore had 
no hesitation in deciding that there had 
been a total failure of consideration, so 
that judgment had to be given for the 
plaintiff. 
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NEWS AND NOTES 


Australian Society of 
Accountants 


QUEENSLAND 


Southport Convention 


The fourth annual week-end convention 
conducted by the Queensland Division from 
6 to 8 November proved to be the most 
successful yet held. The venue was Southport 
on Queensland’s Gold Coast. Over 80 members 
from Brisbane, Queensland country centres 
and the Northern Rivers District of New 
South Wales were welcomed by Mr. J. N. 
Macdonald, vice-chairman of the Education 
Committee, at the official opening at the 
Pacific Hotel on Friday evening. 


The guests present included General Coun- 
cillors of the Cost Institute, who were in 
Queensland for the annual meeting of its 
General Council. and Mr. C. W. Andersen, 
the General Registrar, who told members of 
the Society’s recent progress, including its 
work in South-East Asia. 


The technical sessions were held in the 
modern R.S.L. Hall, Scarborough Street, South- 


port. On Saturday morning, Mr. C. R. Hicking, 
the first General president of the Australian 
Society of Accountants and executive director 
of the Matthews Thompson group of companies 
delivered a paper entitled “Accountants in 
Industry—Today and Tomorrow”. The State 
President, Mr. R. E. Iliff, was chairman of the 
session and the discussion panel was made up 
of Messrs. J. L. Amies, C. Millard and H. J. 
Payne. On Saturday afternoon members en- 
joyed golf. bowls or surfing on the near-by 
beaches. 

The second technical session on Saturday 
evening took the form of an open forum and, 
with Mr. A. S. Donnelly as chairman, each 
panel member introduced a separate subject 
for discussion. Panel members were Messrs. 
J. T. Catton, M. Underwood, R. W. Smalley 
and G. M. E. Offner. 

Mr. R. H. Gough, Brisbane manager of 
Thomas Brown & Sons Ltd., who has had 
considerable experience in general and cost 
accounting in commerce and industry, de- 
livered a paper on “The Management of 
Stocks”, at the Sunday morning session. The 
chairman was Mr. G. F. Robbins and _ the 
panel members were Messrs. D. A. Gray, 
R. S. Gynther and J. Berry. The convention 
was closed by the General President of the 
Society, Mr. R. F. Butt, at a luncheon held 
at the Pacific Hotel, Southport, on Sunday. 
Mr. Butt remarked on the high standard of 





NEW YEAR HONOURS 


Our congratulations ai. extended to the following members 
of the Australian Society of Accountants whose names ap- 
peared in the list of New Year Honours conferred by Her 


Majesty, The Queen. 


C.M.G. (Companion of St. Michael and St. 
George) 

Mr. WALTER SCOTT, F.A.S.A., F.C.A.A.. 
of Roseville, New South Wales, Govern- 
ing Director of W. D. Scott and Co. Pty. 
Ltd. 


C.B.E. (Order of the British Empire, Com- 
mander) 

Air Commodore DENNIS ARCHIBALD 
JOHN CREAL, O.B.E. (R.A.A.F.), 
F.A.S.A., of Beaumaris, Victoria. 

Mr. HERBERT JOHN GOODES, O.B.E., 
A.A.S.A., of Canberra, A.C.T., Director- 
General of Social Services. 

Mr. HAROLD CLIVE NEWMAN, O.B.E., 
F.A.S.A., of Canberra, A.C.T., Common- 
wealth Auditor-General. 


O.B.E. (Order of the British Empire, Officer) 

Mr. ALBERT LESLIE BLACKWELL, 

A.A.S.A., of the Geelong City Council, 
Victoria. 

Mr. JAMES CHARLTON MACGIBBON, 
A.A.S.A., of Hartwell, Victoria, Assistant 
Secretary to the Premier's Department. 

Mr. ROBERT KEITH YORSTON, F.A.S.A., 
of Roseville, New South Wales, State 
President, New South Wales Division of 
the Australian Society of Accountants. 


M.B.E. (Order of the British Empire, Member) 


Mr. JAMES JOSEPH CAVANAGH, 
A.A.S.A., of Quirindi, New South Wales. 

Mr. WILLIAM JAMIESON, F.A.S.A., of 
Oakleigh, Victoria, Honorary Secretary, 
7th Battalion, A.I.F. Association. 
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the papers delivered at the convention, the 
wide discussion which the papers had evoked 
and the general success of the week-end from 
both technical and social viewpoints. He said 
that there was an increasing awareness by 
members of the benefits to be derived from 
their attendance at conventions and expressed 
the hope that the Convention to be held in 
Toowoomba in 1960 would be well supported. 


Special Lecture 


One of the most important activities of the 
Queensland Division for 1959 was a joint 
lecture arranged by the Society and the In- 
stitute of Chartered Accountants in Australia 
when Sir Arthur Fadden. G.C.M.G., F.A.S.A.., 
delivered a paper on “The Changing Trends 
in Company Finance”. The meeting, held in 
the Teachers’ Conference Hall, Elizabeth 
Street, Brisbane, on 19 November, was attended 
by almost 200 members. 

Sir Arthur spoke of the increased use since 
the end of the war of debt financing as 
opposed to share capital financing by ‘Aus- 
tralian companies and the tax advantages 
which result from such a policy. The State 
President of the Society, Mr. R. E. Iliff, pre- 
sided and welcomed Sir Arthur as a distin- 
guished member of the profession and a 
former Federal Treasurer. Mr. E. W. Savage, 
State President of the Chartered Institute 
moved the vote of thanks. For the first time 


in the history of the profession in Queensland, 
a television recording of the lecture was made 


and televised on a Brisbane station on the 
following evening. 


Co-ordinating Committee 

On 30 November a meeting of the Education 
Co-ordinating Committee was held at the 
Brisbane office of the Society. The committee 
is made up of representatives from Brisbane 
organisations which conduct educational pro- 
grammes in accountancy or management for 
their members and its purpose is to co-ordinate 
the activities of all members for the ensuing 
year to avoid clashes of meetings and subjects 
of lectures. The tentative programmes of the 
constituting bodies for 1960 were discussed. 


VICTORIA 


Christmas Luncheon 

Two hundred and sixty members attended 
the Christmas luncheon held at the Banquet 
Hall. Victoria Limited, on 8 December. They 
were entertained by Miss Robin Burgess, 
sovrano of the National Opera Company and 
Mr. Gregory Dempsey, tenor with the Eliza- 
bethean Theatre Trust. The programme was 
arranged by Mr. Eric Fox, who also was the 
accompanist. 
Golf Day 

Ninety-six members attended this function 
at the Metropolitan Golf Club on Friday, 
11 December, when an excellent day’s golf 
was enjoyed. 
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Trophy winners were:— Four Ball — Best 
Ball: Messrs. A. M. Hutchins and R. Daniel. 
Stableford A Grade: Mr. I. T. Mclvor. 
Stableford B Grade: Mr. H. C. Clegg. 


Bowls Evening 

The annual bowls evening was held at the 
Brighton Bowling Club on Tuesday, 15 
December, and a most enjoyable evening 
ensued. 

Our thanks are due to the Metropolitan 
Golf Club and to the Brighton Club for the 
excellent facilities made available to our 
members. 


Personal 

Messrs. John Rezak and Co. advise that 
they have moved to new offices at 222 Queen 
Street, Melbourne, C.1. Telephones: 67-9839, 
67-9830. 

Messrs. Offner, Hadley & Co. are now 
conducting the Melbourne branch of their 
practice at 33 Coventry Street, South Mel- 
bourne, S.C.5. Telephone: 69-2271. 

Mr. J. McIntosh, A.A.S.A., has been ap- 
pointed accountant to Golden Poultry Farm 
Pty. Ltd., Cheltenham, Victoria. He was 
formerly secretary with the plastic firm of 
L. and I. Glenn Pty. Ltd 


Companies Auditors Board (Victoria) 


Members registered by this Board as com- 
panies auditors in Victoria will receive forms 
of renewal in late January 1960. The form 
should be returned to the Board with a fee 
of £1/0/1) hy 29 February, 1960, to ensure 
renewal by 1 April, 1960. 


Audit of Solicitor’s Trust Accounts in Victoria 


In a letter received from the secretary of 
the Law Institute of Victoria, he has asked 
that the attention of members be drawn to the 
provisions of the Legal Profession Practice 
Act, 1958 (Victoria), as follows:— 

“Section 81 of the Legal Profession Practice 
Act 1958 requires the auditor’s report to be 
filed not later than 31 October and prohibits 
the issue of a practising certificate for the 
following year to a solicitor whose auditor's 
report is not filed by that date. Although that 
provision has been in the Act for a number 
of years it was not realised until a recent 
decision of the Supreme Court that the pro- 
hibition was mandatory. A solicitor who en- 
gaged in practice without holding a current 
practising certificate would be guilty of a very 
serious offence. 

“At the beginning of this year my Council 
obtained the amendment of this Section to 
permit the issue of a practising certificate if 
the Council is of the opinion that the failure 
to lodge the auditor’s report within the pre- 
scribed time was due to inadvertence or some 
other circumstance for which the solicitor 
ought fairly to be excused. It will be appre- 
ciated, however, that in exercising its discretion 
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under the Section my Council must act 
judicially and cannot excuse the late lodging 
as a matter of course.” 


The letter went on to state that from the 
explanations submitted by auditors in default, 
it is apparent that many auditors do not 
commence their audit until October and, in 
many cases, during the second half of that 
month. Whilst it is conceded that it is for 
each individual auditor to arrange the conduct 
of his practice to the best advantage of 
himself and all his clients, it is suggested that 
it would be much safer if the audit of a 
solicitor’s trust accounts were made a priority 
immediately after the close of the financial 
year. Indeed, it would appear that there is 
no reason why a substantial part of the audit 
could not be made prior to 30 June. 


BALLARAT BRANCH 
Final 1959 Meeting 


The Branch held its final meeting for 1959 
on 27 November at the Ballarat “Wattle” 
when ten members of the Research Group of 
the Chartered Institute of Secretaries gave 
their dramatised presentation entitled “The 
Legal and Administrative Work of a Com- 
pany”. The members taking part were Messrs. 
Ed. F. Meier (chairman of the Group), L. J. 
Butler, H. P. Bowyer, S. L. Guilfoyle, B. A. 
Langford, A. H. Blamey, C. E. Paine, W. J. 
Laing, V. L. Gole, and A. J. Gairns. 


The function was arranged with the co- 
operation of the Ballarat Chapter of the 
Institute. The local Branch president of the 
Institute, Mr. C. H. Clamp, introduced the 
visitors after they had been welcomed by 
Mr. Neil Crouch, chairman of the local Branch 
of the Society. The large number of members, 
students and guests present found the pre- 
sentation to be most interesting and instructive. 


At the close of the prepared work, an 
animated discussion took place on many of 
the points raised in the presentation. Mr. 
Roy P. Mosman, deputy-chairman of the 
Branch Council, moved a vote of thanks and 
appreciation for the help given to the Branch 
by such a large number of busy city executives. 


NEW SOUTH WALES 


Lecture Series 


Over one hundred members participated in 
a series of four lectures on the subject of 
“Personnel Administration in the Office”, held 
at Stawell Hall, Macquarie Street, on 20 
October, 4, 10 and 17 November. 


The first lecture, entitled “Human Relations 
in Commerce and Industry”, was given by 
Mr. G. J. Dusseldorp, managing director, 
Civil and Civic Contractors Pty. Ltd. He 
stressed the importance of good human re- 
lationship and provided the audience with 
much food for thought. His use of a unique 
lecturing aid created a most receptive re- 
action from the audience. 
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The second speaker was Mr. T. Pauling, 
personnel officer, Bradford Cotton Mills Ltd. 
His subject “Personnel Management” furnished 
much useful information for those who have 
to cope with staffing difficulties. 


The third speaker, Mr. A. Bower, personnel 
consultant with W. D. Scott & Co. Pty. Ltd, 
addressed the audience on the subject of 
“Personnel Practices” and drew the attention of 
listeners to the many pitfalls that should 
be avoided when making appointments. He 
stressed the importance of giving consideration 
to the temperament of the applicant in addition 
to the question of experience and ability. 


The final lecture in the series was given by 
Mr. J. Linton, internal consultant, Standard 
Telephones and Cables Pty. Ltd., on the 
subject of “Office Organisation and Efficiency”. 
He defined “Organisation” in its application to 
both work and personnel. The importance of 
planning the work, specifying the objectives, 
providing facilities, the assignment of respon- 
sibilities, delegation of authority and co 
ordination of the various interdependent factors 
were all dealt with during a most instructive 
address. 

Mr. Linton mentioned some of the trends 
in the development of office work during the 
past thirty years and concluded by forecasting 
that the future would show an ever increasing 
trend towards mechanisation. 


Despite the inclement weather, the attend- 
ance was very good and the many questions 
asked at the conclusion of each lecture showed 
the deep interest of those present in the 
subject. 


Data Processing Techniques 


A course on Simplified Computer Program- 
ming for Technical and Scientific Calculations 
will be held in the Basser Computing Depart- 
ment, University of Sydney, from 9.15 to 
12.30 and 2.00 to 5.00 on Monday, 8 February, 
and 9.15 to 12.30 on Tuesday, 9 February, 
1960. 


A course on Coding for Silliac will follow 
the above course, and will occupy the re- 
mainder of the week, i.e., from 2 p.m. on 
Tuesday, 9 February, to 5 p.m. on Friday, 
12 February. This course will inciude in- 
struction in the use of magnetic tape equip- 
ment. 


The closing date for entry in each course 
will be fourteen days before the commence- 
ment of the course. Inquiries and requests for 
enrolment forms should be addressed to:— 
The Secretary, Nuclear Research Foundation, 
School of Physics, University of Sydney. 
Sydney. 


Election of Branch Councillors and Auditors 


Under Rules 7 and 13 of the Rules for the 
government of Branches, the following Branch 
councillors and auditors retire at the next 
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annual general meeting and are eligible for 
re-election: — 

Broken Hill Branch Councillors: Messrs. 
A. A. Miller, R. H. Nankivell. Auditor: Mr. 
W. Paviour. 

Canberra Branch Councillors: Messrs. H. E. 
Bishop, K. Medbury, R. C. West. Auditor: 
Mr. W. J. Parker. 


Newcastle Branch Councillors: Messrs. 
Pp. E. d’Arcy, K. M. Clark, N. R. F. Macmillan, 
P. C. Wyatt. Auditor: Mr. A. D. Brigden. 


Wollongong Branch Councillors: Messrs. 
T. R. Hansen, D. J. R. Roberts. Auditor: 
Mr. A. P. Fleming. 


Personal 


Mr. J. F. Lloyd, A.A.S.A., is now conducting 
his practice at Room 201, Culwulla Chambers, 
67 Castlereagh Street, Sydney. He was pre- 
viously in practice at Rockdale. 


Messrs. E. S. Owens & Co. have admitted 
Mr. Arthur John Mosedale to partnership in 
the firm. 


Messrs. J. W. Norfor & Co. are now con- 
ducting their practice at the Bank of New 
South Wales Building, 52 Pitt Street, Sydney. 


Messrs. Smith, Webb & Co. have moved to 
new premises at fifth floor, Standard Insurance 
Building, 51 Pitt Street, Sydney. Their new 
telephone number is 27-3909. 


Mr. R. E. Dennis, A.A.S.A., is now con- 
ducting his practice at the Bank of New 
South Wales Building, 476 Oxford Street, 
Bondi Junction. Telephone: 38-8423. 





ANNUAL DIVINE SERVICES 


The sixth annual combined services of the 
accountancy and secretarial professions in 
New South Wales will be held in 

St. Andrew's Cathedral, 
on Tuesday, 2 February, 1960, 
at 5.30 p.m. 
and 
St. Mary’s Cathedral, 
on Tuesday, 2 February, 1960, 
at 5.40 p.m. 

His Excellency, The Governor of New 

South Wales, Lieutenant-General Sir Eric 


Woodward, C.B., C.B.E., D.S.O., will attend 
the service at St. Andrew’s Cathedral. 


_ The Councils of the co-operating Institutes 
mvite all members of the professions and their 
relatives and friends to be present for this 
single purpose of devotion and thanksgiving. 
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SOUTH AUSTRALIA 
Monthly Luncheon 


The final monthly luncheon for the year was 
held at the South Australian Railways Refresh- 
ment Rooms on 30 November when a good 
attendance of members was fortunate to hear 
a most interesting address from Mr. P. F. 
Polinitz, director of the South Australian 
Government Tourist Bureau on “The Value of 
the Tourist Industry”. 

The next luncheon will be held at the 
Railways Refreshment Rooms on 29 February, 
1960, and thereafter on the last Monday of 
each month up to and including the month 
of November. 


Institute of Chartered Accountants 


The State Council was entertained at an 
informal gathering by the State Chairman, 
Mr. Lance Milne, and members of the South 
Australian Council of the Institute of Chartered 
Accountants at the Institute’s Board Room, 
on 10 December. 


Meeting Room 


The State Council has obtained a lease of 
an additional room at Trustee Building which 
will be used as a board room and meeting 
room. The room is to be suitably furnished 
and will be available for letting to members 
in addition to providing additional facilities 
for group meetings. It is hoped that country 
members wil! take advantage of the facilities 
available in the new premises. 


Mt. Gambier Branch 


The State president, Mr. L. H. Duncan, and 
Mr. G. F. George, visited Mt. Gambier on 21 
November accompanied by Mr. Ian Derrington 
of Messrs. Cutten and Harvey, sharebrokers, 
of Adelaide, who delivered a lecture to mem- 
bers of the Branch on the subject “A Share- 
broker’s Approach to Published Accounts”. 


Personal 

Mr. L. V. Menz, F.A.S.A., who has been 
secretary of Actil, Woodville for a number of 
years, has been appointed a director of that 
company. 

We offer congratulations to Professor J. 
McB. Grant who has been appointed Professor 
of Applied Economics at the University of 
Tasmania. Professor Grant was formerly 
lecturer in Economics and Management 
Accounting at the University of Adelaide. 

Mr. M. A. G. Wildy, A.A.S.A., has been 
appointed acting secretary to the South Aus- 
tralian Agent-General in London. 


WESTERN AUSTRALIA 


Personal 


Mr. A. Moore, A.A.S.A., has retired as 
managing director of Boans Ltd. Mr. A. 
Hume, F.A.S.A., has been appointed to the 
position. 
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Australasian Institute of 
Cost Accountants 


NEW SOUTH WALES 


Election of Divisional Councillors and Auditors 


The attention of members is drawn to the 
following amendments to the list of Divisional 
Councillors and Auditors which appeared in 
the December issue of the journal. 

The Councillors due to retire are:— Messrs. 
N. T. Corvisy, H. L. Sainsbury, H. L. Thomas 
and D. K. Wendon. 

The names of Messrs. H. L. Thomas and 
D. K. Wendon replace those of Messrs. J. S. 
Gerathy and W. M. Hodgins which were 
incorrectly listed in the December issue. 


VICTORIA 


Activities Programme January to June, 1960 

We remind members of the public lecture, 
“The Economics of Decimal Currency” which 
will be given by Mr. Clive Featherston on 
25 February at 6.30 p.m. at the Bankers’ 
Institute. 

Members interested in the practice of 
operations research should keep the evenings 
of 7, 14 and 21 March free so that they can 
attend a series of lectures to be given by a 
competent panel of speakers headed by Pro- 
fessor Belz of Melbourne University. 


Christmas Luncheon 


Members who attended this function greatly 
enjoyed the address by the guest speaker, Mr. 
Walter Lindrum, O.B.E., the world famous 
billiardist. He kept all present completely 
interested in his remarks as he described his 
experiences during a _ lifetime of billiard 
playing in all parts of the world. 

He recalled the proudest incident of his 
career when he played a Royal Command 
performance at Buckingham Palace. This 
took place during a world championship 
tournament, when he was conceding 7,000 
points to his opponents. 


Personal 


We regret to record the resignation of 
Mr. G. Moffatt from the Activities Committee. 
We particularly remember his absorbing address 
at the Lufra Convention which was one of 
the highlights of an outstanding week-end. 
In his place on the Activities Committee we 
— Mr. Frank Donovan of the A.N.Z. 

ank. 


SOUTH AUSTRALIA 


Annual Christmas Social 


The State president, Mr. Alex Moffatt, was 
host to members of the Division at the annual 
Christmas social at the Hotel Rundle on 11 
December 
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Guests of the Institute on this occasion were 
the State president of the Australian Society of 
Accountants, Mr. L. H. Duncan and Messrs. 
J. F. Dunkley and R. C. Ctercteko who 
delivered lectures to members of the Institute 
during the year. 

News of Members 

The State president, Mr. Alex Moffatt, who 
represents the South Australian Division on 
General Council, has been appointed to the 
Executive Committee of General Council. 


QUEENSLAND 

Annual Meeting Activities 

The annual meeting of the General Council 
of the Institute was held at Surfers Paradise, 
Queensland, on 9 and 10 November, 1959. 
As an activity arranged in conjunction with 
this meeting, the annual presidential lecture 
was delivered by Mr. W. H. Duirs (immediate 
past president of the Institute), at the Maple 
Lounge, Edward Street, Brisbane on 10 
November. Queensland members and repre- 
sentatives of Brisbane professional organisa- 
tions and government departments heard Mr. 
Duirs speak on “The Accountant’s Place in 
Operations Research”. He said that there was 
an increasing application of operations research 
in Australia and overseas. A detailed know- 
ledge of mathematics was not necessary to 
carry out this form of research, but it was 
essential that an analytical approach to the 
subject be adopted. The State president, Mr. 
N. F. Morris, and members of the Divisional 
Council entertained General Councillors and 
their wives at an informal dinner at Lennons 
Hotel, Broadbeach, on 9 November. The 
Mayor of Gold Coast, Alderman Harley, and 
Mrs. Harley were guests at the dinner. The 
1959 General Council meeting was held in 
Queensland as the Institute’s contribution to 
the Centenary Year activities of the State. 


NEW SOUTH WALES 


New State Councillor 

Mr. H. L. Sainsbury, F.C.A.A., has rejoined 
the Council of the N.S.W. Division. Prior to 
his resignation from the divisional council 
two years ago, Mr. Sainsbury had been par- 
ticularly active in promoting Institute activities 
and previously held office as State president. 

He is secretary of the British Motor Cor- 
poration of Australia and has been appointed 
recently an associate director of that organisa- 
tion. 
Public Relations Committee 

A panel of N.S.W. councillors has been 
formed to find ways in which to promote 
Institute activities and to assist in furthering 
the aims of the Cost Institute among potential 
future members. 


Christmas Party 
The success of the annual members’ reunion 
held at the Trocadero was easily apparent to 
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the large group attending this function. The 
entertainment was excellent and members 
spoke highly of the enjoyable evening. 


Personal 

Mr. K. W. Peterson, divisional councillor, 
has been appointed managing director of 
Southern Aluminium Ltd. 
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STUDENTS’ ACTIVITIES 


Australian Accountants’ 
Students’ Society 


QUEENSLAND 
Film Evening 

A film evening arranged for Ipswich mem- 
bers and candidates of the Society, was held 
on 24 November in the Croquet Hall, Queen’s 
Park, Ipswich. A representative of Burroughs 
Ltd. showed a number of films on mechanised 
accounting and allied subjects, including 
“Sensimatic Story”, “Sensimatic to Punched 
Tape”, “Sensitronic Story” and “E.D. 2000 
Computer and Microfilm”. 

The well-attended meeting was arranged by 
the Students’ Society in Brisbane and _ its 
Ipswich representatives 
Annual Meeting 

The second annual general meeting of the 
Students’ Society in Queensland was held on 
17 November in the Brisbane Chamber of 
Commerce Rooms, Adelaide Street, Brisbane. 
The chairman, Mr. M. C. Huth, in presenting 
the report, stated that the 1959 programme 
of lectures and demonstrations had been very 
successful and thanked the members of the 
committee, particularly the Divisional Council 


representatives, Messrs. R. W. Smalley and 
J. T. Catton, for their support. The following 
candidates were elected to the committee for 
1960: Messrs. M. C. Huth, W. A. Nock, 
M. Florschuetz, D. Mitchell, P. Hanley, J. 
Collins, D. Bently and S. Hadland. 

The formal business of the evening was 
followed by a lecture on the subject of 
“Wills, Legacies, Trusts and Trustees” by 
Mr. K. S. Webb, F.A.S.A., chief trust officer 
of Queensland Trustees Limited. The speaker 
dealt with these interesting topics from both 
the practical and examination points of view. 


Cost Institute 
Students’ Society 


VICTORIA 

The first function of this newly formed 
body will be held on Tuesday, 9 February at 
6 p.m. This will be the inaugural meeting and 
it will be followed by a lecture on “The 
Cost Institute and Its Place in the Community” 
by Mr. R. O. Thiele, Dip. Com., A.A.S.A., 
F.C.A.A., president of the Victorian Division 
of the Institute. 

Other activities scheduled are the Discussion 
Forums, at which panels of experienced cost 
accountants will answer questions on _ the 
examination syllabus raised by student mem- 
bers. The first will be on Tuesday, 15 March, 
when Paper 1 will be discussed. One night 
in each of the succeeding four weeks will be 
devoted to each of the other Institute papers. 

The subscription to the Students’ Society 
is £1/1/0. This enables members to attend the 
above meetings and entitles them to issues of 
the Cost Bulletin and to the use of the In- 
stitute library. Full details can be obtained 
on application to the State Registrar. 





AUSTRALIAN 


Applications are invited for 


a full time appointment in Melbourne of 


TECHNICAL AND RESEARCH OFFICER 


Duties: Promotion, co-ordination and super- 
vision of research work, technical activities, 
publications and public relations of the Society. 
The creation of this position inaugurates major 
developments within the Society. It provides 
scope for original thought and initiative. 


Qualifications: A sound academic knowledge 
of accountancy, experience in its practical 
application in commerce and industry, and 


SOCIETY OF ACCOUNTANTS 


organising ability. Work envisaged calls for 
a facility in written expression. 


Salary: A commencing salary of not less 
than £2,000 a year, plus superannuation 
benefits, will be available to the successful 
applicant. 


Applications: Written applications to the 
Genera! Registrar of the Society, 37 Queen 
Street, Melbourne, close on Friday, 5 Feb- 
ruary, 1960, and will be treated as confidential. 
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PROFESSIONAL NOTICES 


UNIVERSITY OF MELBOURNE 
TUTOR/SENIOR TUTOR IN 
ACCOUNTANCY 


Applications are invited from graduates for 
the position of Tutor or Senior Tutor in 
Accountancy. 

The salary range for Tutors is £1,050- 
£1,200 and for Senior Tutors £1,280-£1,450. 
Initial salary will be determined according to 
qualifications and experience. A single tourist 
fare will be provided for an appointee from 
outside Victoria. 


Applicants should possess a university degree 
with a major in accountancy and should be 
members of a recognised professional associa- 
tion. 

Appointment will be for one or two years in 
the first place, with the prospect of re- 
appointment and ultimate promotion to the 
permanent staff. 


Successful applicants will have an oppor- 
tunity to carry out post-graduate research for 
a higher degree. 


Applications should include full name, age, 
marital status, and academic record and 
should be forwarded in duplicate to the 
Registrar, University of Melbourne, Parkville 
N.2., Victoria, so as to reach him by 8 
February, 1960. Duties commence as early as 
possible in 1960. 





ACCOUNTANT for 
EMPEROR GOLD MINING CO. LTD., 
VATUKOULA, FIJI. 


Qualified man required for the position of 
CHIEF ACCOUNTANT. 


Costing experience desirable. Must be 
capable of supervising and controlling staff. 
Aged 35/45 years. Married man required. 

Salary— £1,600 Fijian currency. Excellent 
climate, good accommodation, schooling and 
amenities. Conditions similar to that obtaining 
in good country town. Apply personally or 
in writing, stating age, and enclosing copies of 
references to Messrs. Cook, Tomlins & Mirams, 
360 Collins Street, Melbourne. 
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ACCOUNTANT—Applications are invited 
from qualified accountants, in the age group 
25-35 years, for the position of accountant 
with large company in Port Moresby with 
extensive and varied trading and manufac- 
turing interests. Sound commercial experience 
essential as well as knowledge of machine 
accounting system; must be capable admini- 
strator and able to control large office staff. 
A salary of not less than £1,650 per annum 
with leave pay privileges after two years. 
Staff provident benefits. Furnished married 
accommodation available at nominal rental 
after three months probationary period. Ap- 
plications will be treated in strict confidence 
and should be addressed to Box 598, ¢/- 
Australian Society of Accountants, 5 Bligh 
Street, Sydney. 


ACCOUNTANT — qualified or near 
qualified, required by small but growing public 
accounting practice. An excellent opportunity 
for suitable applicant. Reply No. 596, c/- 
Australian Society of Accountants, 37 Queen 
Street, Melbourne. 





OUTSTANDING ACCOUNTING 
OPPORTUNITY 


in a leading international manufacturing 
company for a 


CHIEF ACCOUNTANT 
(location Melbourne) 


Duties: Supervision, co-ordination and de- 
velopment of the company’s factory accounting, 
cost accounting, finance accounting and bud- 
getary activities and the direction of junior 
accountants in phases of this work. 


Qualifications: Not less than Associated 
Membership of the Australian Society of 
Accountants and the Australasian Institute of 
Cost Accountants or equivalent, together 
with some years practical experience in two 
or more of these fields. 


Age: 30-40 years. 


Salary: Commencing salary 
annum. Superannuation benefits. 


Applications: Written applications to be 
forwarded to No. 599, c/- Australian Society 
of Accountants, 37 Queen Street, Melbourne. 
Applications, which close on 1 February, 
1960, will be treated as strictly confidential. 


£2,000 per 
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QUALIFIED or part qualified accountant 
required to manage a branch office of a large 
public practice in a northern Victorian town. 
Excellent opportunity with definite partnership 
prospects for the successful applicant. Reply 
No. 594, c/- Australian Society of Accountants, 
37 Queen Street, Melbourne. 


WE have a VACANCY for a QUALIFIED 
SENIOR ACCOUNTANT, experienced in 
taxation work. We are prepared to pay a 
liberal salary to the successful applicant. 
Future prospects are very good and there is 
every likelihood of a partnership following a 
trial period. Apply to Coghlan & Allen, 
Chartered Accountants, P.O. Box 328, 
Wollongong, N.S.W. 


FOR SALE—Accounting practice for sale 
in Victorian provincial centre. Gross fees 
approximately £8,000. Prospective purchasers 
will have the option of outright purchase or 
portion thereof. This practice is soundly 
established and presents excellent prospects 
of expansion. Reply No. 591, c/- Australian 
Society of Accountants, 37 Queen Street, 
Melbourne. 


TAXATION practice for sale: Fully estab- 
lished, Northern Victoriia, new office, new 
partitions, phone, office equipment if necessary. 
Further enquiries “Accountant” c/- Box 1070J, 
G.P.O., Adelaide. 





MANAGEMENT CONSULTING — Appli- 
cations are invited from young executives who 
seek careers in the field of providing con- 
sultation services and advice to management. 
At present we require:— 


Cost Accountants with several years broad 
experience in industry including the design 
and installation of costing systems and bud- 
getary control programmes. 


Mechanisation Specialists with sound ex- 
perience in the design and instaliation of data 
processing systems with particular emphasis 
on punched cards. 


Applicants for these positions must be 
personable and mature, with a sound record 
of achievement. Good skills in written and 
verbal communication are essential together 
with ingenuity and imagination. Interest in 
a wide variety of work and willingness to 
undertake a moderate amount of travel are 
also necessary. These positions offer career 
opportunities in a professional environment 
with salaries commensurate with experience. 

Please apply in writing giving details of 
background and experience in strict confidence 
to 

Smith, Johnson & Co., Chartered Account- 

ants, 82 Pitt Street, Sydney. 
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ACCOUNTANT, fully qualified, aged 25-30 
years required immediately for senior position 
with city accounting firm with excellent pros- 
pects, present and future. Commencing 
salary not less than £1,400 per annum, plus 
car allowance. Apply No. 602, c/- Australian 
Society of Accountants, 37 Queen Street, 
Melbourne. 


ACCOUNTANCY PRACTICE — Ex- 
perienced accountant could acquire an interest 
of up to 50% in a practice (gross fees £20,000) 
due to principal diverting activities to various 
companies. Reply by letter stating experience 
to No. 595, c/- Australian Society of Ac- 
countants, 37 Queen Street, Melbourne. 


PUBLIC ACCOUNTANT would like to 
employ a qualified member, with a view to 
partnership in the near future. An appoint- 
ment may be arranged to fully discuss the 
position. Reply No. 597, c/- Australian 
Society of Accountants, 37 Queen Street, 
Melbourne. 


ACCOUNTANT—A member of the Society 
who has recently disposed of business interests, 
is available on part-time basis. Opportunity 
to share city office if desired. Reply to No. 
589, c/- Australian Society of Accountants, 
37 Queen Street, Melbourne. 


PRACTISING public accountant, F.A.S.A., 
A.C.LS., wishes to purchase further small 
practice or part practice Sydney metropolitan 
area. Fees to £2,500. Reply No. 590, c/- 
Australian Society of Accountants, 5 Bligh 
Street, Sydney. 


FOR SALE—Burroughs Sensimatic F504 
accounting machine only eighteen months old 
and in excellent condition. Cash or terms. 
Three months guarantee. £950. Milton & 
Stirling Pty. Ltd., Smith Road, Springvale. 
Phone 746-7576. 


FOR SALE—Well established small ac- 
countancy and taxation practice in large New 
South Wales north coast town. Modern office 
suite and equipment. Retirement through ill- 
health. Reply No. 592, c/- Australian Society 
of Accountants, 5 Bligh Street, Sydney. 


YOUNG ASSOCIATE, registered companies 
auditor with experience in public accountant’s 
office seeks a position overseas preferably in 
Hong Kong or Singapore. Reply to Box 593, 
c/- Australian Society of Accountants, 37 
Queen Street, Melbourne. 

—Continued on next page 
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PROFESSIONAL — Continued 


PRACTITIONER desires to sell his half 
interest in an old-established practice in a 
New South Wales mid-western town. Gross 
turnover over £11,000 and still increasing. 
Price £5,000, terms will be considered. Reply 
c/- No. 600, Australian Society of Accountants, 
5 Bligh Street, Sydney. 


HURSTVILLE, N.S.W. — MODERN 
OFFICE SPACE AVAILABLE in Co- 
operation House right at station. Suitable for 
accountant or other professional business. 
Reply secretary, St. George and Cronulla 
Building Societies Ltd., 36 Ormonde Parade, 
Hurstville, N.S.W. 57-0201. 


QUALIFIED COST ACCOUNTANT 
(A.R.A.N.Z., A.C.A.IL.), returning to Aus- 
tralia in June, 1960, after two years U.K. 
experience, seeks permanent executive position. 
Present position—Assistant Budget Controller 
in Manufacturing Company with £10 million 
turnover. Aged 32. Married—no family. 
Replies to No. 601, c/- Australian Society of 


ACCOUNTANT, senior, permanent position 
our office. Preferably qualified, but will con. 
sider man sound practical knowledge, ex- 
perience similar office of good standing, 
Position requires man able control audits, 
prepare accounts with minimum supervision, 
and offers exceptional scope advancement to 
man of energy and ability. Liberal remunera- 
tion according qualifications, first class con- 
ditions. Apply with copies of references, 
stating age, marital state, details training, 
experience, when available, to Thomas Davis 
& Co., Chartered Accountants, P. O. Box 418, 
Tamworth, N.S.W. 





Agents throughout Commonwealth and New 
Zealand. Also in Lendon and New York. 


Cable & Telegraphic Address: 
“JEFFSTOCK”, MELB. 


Eric R. Jeffery 


Member ef the Steck Exchange of Meibeurne. 
STOCK EXCHANGE BUILDINGS 


422, 426 Little Collins Street, Melbourne, C1 








Accountants, 37 Queen Street, Melbourne. Telephone; MU 9171 (5 lines) 











COACHING 


A.S.A., LC.A., Board 
in Accounting Theory and Practice 
ALL SUBJECTS FOR EACH GRADE OR STAGE 


Honours Results 


October, 1959 Examination Results of The Australian Society of Accountants 
place Miss M. E. Kennedy (one of the L. W. Chant Tutorial College students) 


Ist N.S.W. 
3rd Australia 
Accounting and Auditing — Stage I. 


Personal Individual Instruction is available now — it could mean a lot to you 
or those known to you who are studying Accountancy. 


L. W. CHANT, Coaching Specialist 
Phone: 28/ 1596-7. 





Hosking House, Penfold Place, Sydney. 
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Achilles said: 


“By Hector ! 
I’m no heel.” 


An ill-timed boast! At the siege of Troy he 


put paid to Hector’s account. But an arrow 


y in the heel, his only vulnerable point, 


caused his own death not long after. 
Not many of us are without our Achilles heels — vulnerabl 
points which can be covered by life insurance and which, 
sometimes, require an expert to locate them. 
Ask an A.M.P. man to check over the vulnerable points with you. 


There’s a deep satisfaction in knowing you have them covered. 


AUSTRALIAN MUTUAL PROVIDENT SOCIETY 


HEAD OFFICE: 87 PITT STREET, SYDNEY 
GENERAL MANAGER: M.C. BUTTFIELD 


Bvery A.M.P. member enjoys the unquestioned security afforded by funds exceeding £400,000,000 which the Society seeks to inves 
to the greatest benefit to members. 
P261D 
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Quality superb in all 
your Continuous Static 


and Zip-sets 


DOWN 


WITH COSTS 





WITH PROFITS 





MULTIFORM PRINTERS PTY. LTD. 


16 LEICESTER STREET, 
CARLTON, VICTORIA 
TELEPHONE: FJ 9521 





XK 1st & 2nd MORTGAGES 


Arranged promptly on Real Estate. Up to 75% of 
valuation. Up to 15 years’ terms, with monthly 
repayments. Repayment chart available 

on request. No life cover required. 


% FLAT P.A. (12% p.a. according Schedule 
y Lenders’ Act 
Money Lenders’ Act) 


ASSOCIATED SECURITIES LIMITED 
“Financing industry & Transportation Since 1926” 
SYDNEY: “The Wales House,” 27 O'Connell 

Street. BL 5281. 
—e Building, 6 Queen Street. 
MELBOURNE: Alliance Assurance Bidg., 408 
Collins St. MU 4057. 
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